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A. conveyor-belt with freighters easing down it— 
bringing their cargoes from all over the world to 
your business! If there were one of these out in 
your plant, every last one of your associates could 
see first hand how important world trade and 
world business are to your company. 


And there is one—in effect, at least—in your or- 
ganization, and in everyone else’s. That’s because 
American business is so closely, directly, and con- 
tinuously linked with all the rest of the world. We 
use materials and products from abroad, as busi- 
ness men and as consumers, day after day. We 
see and feel the effects of economic and political 
developments in other countries throughout the 
whole fabric of the domestic economy. 
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1229 TWENTY-FOURTH STREET, 


in Every Business! 





But the chances are that some of your business 
associates are not as aware as they might be of 
the importance and the capabilities of this ‘‘con- 
veyor’”’ which links your company with the rest of 
the world. 


Why not enter a subscription to World Report for 
each one of them? As you know, World Report is 
the one magazine which portrays so graphically 
the important developments abroad, what led up 
to them, and what they mean to us here. Reading 
its weekly issues regularly is the one best way of 
getting the real “‘feel’’ of the inter-relationship 
between our country and the rest of the world. 
The subscription price is $4 a year for 52 weekly 
issues. 


"Tle good business to watch wold business” 


N. W., WASHINGTON 7, OD. C. 
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Newspoints 





Industrial production in Holland dur- 
ing October passed prewar levels for the 
first time since the country’s liberation. 
October production was 103 per cent of 
the 1938 average. In September, output 
was 95 per cent of 1938. 


o 0 9 


Relief parcels no longer are being sent 
to Romania by the Co-operative for Amer- 
ican Remittances to Europe (CARE). 
The organization says that the Romanian 
Government tried to collect customs du- 
ties on CARE packages and insisted on 
supervising distribution, both in violation 
of a signed agreement. 


oo 9 


Two new steel mills, each with a ca- 
pacity of 500,000 tons a year, are to be 
erected in India. One will be in North 
Bihar and the other in the Central Prov- 
inces, 


o 0 90 


Wool reserves in Argentina are re- 
ported to total more than 150,000 metric 
tons. As a result, it is expected that 325,- 
000 metric tons will be available for ex- 
port in the 1947-48 season. The United 
States continues to be the best customer 
for Argentine wool, but European buyers 
are increasing their purchases. 


oo 96 


Seed corn from the U.S. now may be 
shipped only to countries for which it is 
suited. Export licenses will be restricted 
to varieties and strains of seed corn 
adapted to the country of destination. 


oo °O 


International telegraph service be- 
tween all zones of Germany and the rest 
of the world, except Spain and Japan, 
has been authorized by the Allied Control 
Council. Such service has been in effect 
in the British-American zone for several 
months, but now has been extended to the 
Soviet and French zones and Berlin. Reg- 
istered and insured mail may be sent out 
of Germany after December 31. _ 


© 0 oO 
Immigration quotas in Mexico will be 
dropped if a Government proposal is 
approved by the Mexican Congress. Un- 
- der the suggested law, the Department of 


Interior would pass on applications of 
prospective immigrants. 


oe 


Inspection of property in the British 
zone of Germany and the British sector 
of Berlin now is being allowed without 
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restriction. Previously, the British Board 
of Trade limited the number of property 
owners permitted to enter those areas. 


oo 98 


Licenses for arms shipments to the 
Middle East have been discontinued by 
the U.S. State Department because of 
the current disorders. Countries affected 
are Egypt, Lebanon, Syria, Saudi Arabia, 
Trans-Jordan, Iraq and Palestine. 


o 0 9 


Tropical diseases will be the subject of 
an international congress of health ex- 
perts to be held in Washington next 
spring. The United States has invited 60 
governments to participate in the meet- 
ing, scheduled to open May 10. 


o 0 °O 


Coal deposits in Canada’s Yukon ter- 
ritory will be developed with the assist- 
ance of the Dominion Government. 
Engineering surveys indicate that bitu- 
minous coal of good quality can be 
mined at relatively low cost. 


oo 90 


Radio listening in Norway now is more 
general than it was before the war, de- 
spite Nazi confiscation of half the coun- 
try’s radio sets during the occupation. In 
a population of three million, there now 
are 500,000 registered owners of radio 
sets, compared to 423,000 in 1939. 


oo 90 


War damage claims amounting to $680 
million are being paid to Britons by their 
Government. The payments are for prop- 
erties declared to be total losses and are 
exclusive of compensation for goods and 
chattels destroyed in air attacks or for 
repairs to partly damaged property. 


oo 90 


A tuna-fishing industry for Australia 
may be financed by American capital. 
Representatives of U.S. companies are 
reported ready to invest $15 million to 
exploit the shoals of tuna found in abun- 
dance off the south coast of Australia. 


o 90 9 


Cereals and by-products exported by 
Argentina in the first 11 months of 1947 
amounted to 4,952,185 tons. November 
shipments set a new record of 916,417 
tons. 


o 0 0 


A new refrigeration plant, largest in 
Europe, has been completed in Darsena, 
Italy. The plant now is capable of hold- 


ing about 1,500 tons of merchandise, and 
provision has been made for doubling the 
capacity when the need arises. 


oo 9 


Three additional loans, totaling $13 
million, have been extended to Mexico by 
the U. S. Export-Import Bank. The funds 
will be used for purchasing railway mate- 
rials, sugar-mill equipment and machin- 
ery for a number of meat-canning plants. 


oo °O 


Employment in Switzerland reached 
two and one-half million, compared to 
1,971,000 in 1939. The Swiss Gov- 
ernment reports a need for 80,000 more 
manual workers, although 109,000 labor- 
ers from other countries were authorized 
to enter Switzerland during the last year. 


oo 9 


Bulgaria’s electrification plan calls for 
construction in 1948 of additional power 
plants capable of generating 55,000 kilo- 
watts. Equipment is being bought in 


France, Belgium, Italy and Russia. 


o 0° °O 


Egyptian cotton is being shipped to 
Japan for the first time since the war. A 
contract approved by the. Allied occupa- 
tion authorities provides for an initial 
delivery of 5,000 bales.-The cotton will 
be used in the manufacture of combed 
yarns and fabrics, tire cords and thread. 


oo 9 


China’s shipping tonnage now is 12 
times larger than it was at the end of the 
war. The countrys merchant fleet has 
1,179 ocean-going vessels and 2,138 river 
vessels, totaling 950,000 tons. 


Trade with the Philippines is being 
fostered by Japan as a means of obtain- 
ing currency convertible into U.S. dol- 
lars. Twelve buyers representing the 
Philippine Government are in Japan ne- 
gotiating for building materials, machin- 
ery, kitchen utensils and toys. 


oo 90 


Repair of lighthouses on the Greek 
coast has been approved by the American 
Mission for Aid to Greece. Equipment is 
being purchased in Sweden. The Greek 
coast line has about 400 major lights. 


o 0 °O 


Production of coal in Japan is rising. 
November output set a new monthly rec- 
ord of 2,477,000 tons. December produc- 
tion is expected to reach 2,700,000 tons. 
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Memo from the Editors 


World Report 


. U.S. Pat. 





What’s next in Europe? The oe of the London Conference 
of Foreign Ministers showed how far apart Russia and the United 
States have moved since the war ended. It is important to know what 
the failure means, not only to Americans and Russians, but to the people 
= esr A dispatch on page 5 forecasts the next move in the “cold 

” It tells what the world can expect in the weeks ahead. 


Pocket money in Russia has become a matter of international 
concern. There is widespread speculation—official and unofficial—over 
what prompted Moscow to wipe out most of the people’s savings by 
calling in rubles and exchanging them at the rate of one new for 10 
old. Is Russia weak and faltering? Is this a product of panic? Certainly 
not. As a story on page 13 recounts, the Russians have chosen a drastic— 
but speedy—way to catch inflation before it gets away. The editors and 
economists of World Report have, in this issue, put the Russian situa- 
tion in a perspective that shows what the money plan means to Russians 
and to the businessmen abroad who do business with Moscow. 


Watch Latin America while the Marshall Plan develops. There is 
a feeling of unhappiness in the republics to the south that constitute a 
big—and nearby—market for United States goods. The solidarity of 
wartime is beginning to slip. Old resentments toward the United States 
are beginning to stir again and are causing some concern. A dispatch 
on page 10 shows how the Marshall Plan is being greeted in Latin 
America, and sets out the implications to American business. 


Watch Palestine, too. What's happening in the Holy Land goes 
deeper than the surface rivalry between Arabs and Jews. America’s 
stakes are high. What if the situation gets out of hand? Will American 
soldiers go into Palestine? If so, will they go side by side with Russian 
troops? On page 7 of this issue, World Report goes behind the scenes 
to discover what is involved. The result is a timetable of the develop- 
ments that will accompany the partitioning of the Holy Land. 


Japan’‘s secret plans for peace—secret until World Report pub- 
lished the text of a document prepared by the Foreign Office—caused 
quite a stir in Tokyo. Our correspondent, Joseph Fromm, says the story 
was censored by the Japanese press, but it got wide circulation in offi- 
cial circles anyway. Representatives of at least five Allied countries sent 
the story to their home governments to show how Japanese politicians 
were making plans to get back much of the territory and power they 
lost after the war. One result of the document was that occupation 
headquarters called in an official of the Japanese Foreign Office and 
administered a “severe reprimand” to his Government. 


The Editors of “World Report” 








Here's a Handy Way to —— 


World Report, 
Circulation Dept., 431 Parker Ave., Dayton 1, Ohio 


Please enter my subscription to World Report for one year 
and send bill to me. (U.S., its Possessions, Central and 
South America, $4; Canada & Other Countries, $5.) 


Name 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of December 23, 1947 
Volume 3, No. 26 - 


Neither peace nor war emerges from the failure of the Big Four in London. 

A world divided, split up in armed camps, quarreling statesmen, hostile 
governments, straining economies--this is the present and foreseeable future. 

It has been a year of division, of partition, of attempting to cure deep 
disagreement by surgical operations, as in India and Palestine. | 

split between Russia and America remains the biggest, most important fact 
in the world today. Split over Germany, dividing Europe, is hardest to heal. 

The diplomats can't make peace, but neither can the generals make war. 
That is what the record of 1947 says. Outlook is for more of the same in 1948. 
There will be fighting in Palestine and Asia, but World War III is not in sight. 


Peace for Germany and Austria is so far away nobody can even. visualize it. 
Peacemaking machinery has collapsed. No one knows how to reassemble it. 
By-products of the collapse, though, are of considerable importance. 
Western Allies, for one thing, are driven closer together, united against 
Russia. They may now be able to agree on running Western Germany and the Ruhr. 
German politicians, on the other hand, now can play off West against East, 
come closer to writing their own ticket for economic and political recovery. 








Next steps in Germany, as a result of London, are fairly clear. 

Eastern Germany, in all but name, becomes an economic and political prov- 
ince of Russia, will be used to help wreck the Marshall Plan. 

Western Germany, by merger of French, British, American zones, becomes an 
outpost of the West to achieve European recovery, check Communists and Russians. 

Condition of merger is for French and British to give bigger voice to U.S. 
in return for dollars spent for food and raw materials shipped into Germany. 

This won't be easy. French and British hesitate. So does U.S. Congress. 

Assuming agreement, though, these steps can follow in rapid succession: 

Currency, already printed, can give new and realistic value to reichsmark. 

Trade can flow unchecked between all parts of Western Germany. 

Dismantling of plants for reparations, for Russian delivery can end. 

Germans can begin to take over more responsibility for running Germany. 

Economy of the area can revive, begin contributing to European recovery. 














Russian people have trouble enough at home, without worrying about others. 

Real significance of the sensational cut in the value of the ruble is that 
a@ planned economy, under police control, can suffer so acutely from inflation 
that a drastic operatian, a capital levy, is necessary to cure it. 


(over) 
(No part of this or any other page may be reproduced without written permission) 








WORLDGRAM--~ (Continued) 


Inflation in Russia was far worse than most outsiders suspected. 

By official admission, prices of many things had got 10 to 15 times above 
prewar. In the U.S., this would mean $5 butter, $5 or $6 eggs and beefsteak. 

Trouble inside Russia, thus, seems to have been in same order of magnitude 
as in France and Italy, where weakness of governments makes a cure difficult. 

There is no sign of weakness in Soviet Russia's cure for inflation. 

It takes a strong government to reduce the value of its currency 90 per cent, 
wipe out two thirds of the national debt, obliterate much of public's savings. 

Public's pain is eased by soothing words from the Moscow press. People are 
told this is the last sacrifice. The end of rationing is pointed to. Citizens 
are invited to glory in a fine new currency, better than the old weak one. 

Vast and drastic surgery, in fact, is made an occasion for rejoicing, for 
dancing in the streets. It's the neatest trick of the year, if it works. 














Troubles inside the United States aren't exactly minor, either. Not with 
butter $1 a pound, eggs at $1, and a meat shortage around the corner. 

Result is to reduce enthusiasm of U.S. Congress for aiding Europe. 

Interim aid for France, Italy, Austria and occupied areas is being ap- 
proved, but not just in the way President Truman hoped, nor quite as promptly. 

Long-range aid, the Marshall Plan, faces more and higher hurdles. 





Here are the hurdles the Truman program for Europe now has to get over: 

High prices and shortages in the U.S. This is hurdle No. 1, tallest of all. 

Tax reduction is hurdle No. 2. Problem is to appropriate more than $6 
billion for Europe, yet reduce U.S. taxes and national debt at the same time. 

Aid for China is another obstacle to get over. Republicans keep pointing to 
Communist advances in China. But more for China may mean less for Europe. 

More aid for Greece is another problem. Critics ask how more dollars can 
do any good if 125,000 Greek troops can't suppress 15,000 guerrillas, if U.S. 
food keeps turning up spoiled, undelivered, in Greek Government warehouses. 

Some congressmen now think the U.S. might as well pull out of Greece. 














Fight over Marshall Plan is thus to be long, stormy and at times bitter. 

Domestic politics, wrapped up in fixing blame for high prices, can't be 
Suppressed. Bipartisan approach will be subject to strains and stresses. 

Even communism may tend to seem less ominous than shortages at home. 

Fact is, rock-bottom support for Marshall Plan in U.S. Congress is limited 
to a minority of both Republicans and Democrats. Majority has to be won. 

Chances are, this majority will be won, ultimately, on these grounds: 

Russian moves in the “cold war" will call for countermoves by the U.S. 
More intensive propaganda by America is sure, with congressional support. 

Communists in France and Italy are down, but not out. They will reappear. 

U.S. retreat, on reflection, will seem worse than cost co? advance. 














FOR YOUR CONVENIENCE--This survey is completed on succeeding pages in- 
asmuch as "Worldgram" cannot possibly include all the important develop- 
ments. To assist the busy reader, a series of brief paragraphs is 
printed in large type at the head of each Dispatch. 
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NEW PHASE OF U.S.-SOVIET ‘COLD WAR’ 


Reported from LONDON, WASHINGTON, PARIS and ROME 


Failure of the London Con-. 


ference now has sharpened 
the struggle between Russia 
and the United States over 
Western Europe. 

Europe fears that a lull in 
Communist strikes will give 
way fo more serious violence. 

Stronger action by the U. S. 
to check Russia may result. 

o oO 9 


@ Next step in the struggle over Eu- 
ropean recovery is taking shape before 
the last moves by Russia and the 
United States are complete. 

Collapse of the London Conference 
of Foreign Ministers without any 
progress toward peace settlements for 
Germany and Austria means _ the 
“cold war” in Europe will be intensi- 
fied. 

Emphasis of U. S. policy now is shifted 
from a search for peace terms to strength- 
ening the Continent against communism. 

Emphasis of Russian policy shifts from 
hard bargaining for reparations to de- 
vices for raising the cost and cutting the 
effectiveness of the Marshall Plan. 

The governments of France and Italy 
are finding that the Communists are plan- 
ning new action to upset industrial pro- 
duction and hamper recover in the two 
countries. They find, too, that they will 
need much more help from America. 

U.S. congressmen, looking ahead, are 
asking that Washington take a more ac- 
tive role in Europe to safeguard the pro- 
gram of long-term aid. 

These are the strategies to be watched 
from now on: 

@ Direct action by European Com- 
munists, with Russia’s support, is more 
likely than ever. 

A strike purge, first in France, then in 
Italy, has cost the Communists many 
followers. After the war in both coun- 
tries, Communists came out of the under- 
ground warfare against the Germans with 


new prestige. They became leaders of 
labor unions and came close to winning 
Government leadership by claiming to be 
interested only in the welfare of the 
workers and the nation. But now both 
workers and voters: are drifting away. 
They are convinced that the Communists 
are plaving Moscow's game while dam- 
aging French and Italian recovery. 

As a result, non-Communist govern- 
ments in France and Italy are moving 
closer to America in world affairs, away 
from Russia. But Russia's allies, the 
Communists, still are strong. 

A hard core of Communists is left in 
both countries. Out of eight million Com- 
munist voters in France, one million 
were members of the Communist Party. 
In Italy, where unemployment keeps 
millions idle, there were 2,200,000 mem- 
bers of the party. Voters, “fellow trav- 
elers” and union members may have left 
the Communists, but party membership 
still is large. 

Gen. Andrei Zhdanov, the Russian be- 
hind the revived Communist Interna- 
tional, is encouraging Communists to 
prepare for violence in France and Italy. 
Recently, more than 25,000 Communist 
“Partisans” marched through Rome in 
military formation. They chanted: “To- 
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RUSSIA’S ZHDANOV 
He encourages Communists abroad 


day we carry banners, tomorrow we carry 
guns!” 

Russia's strategy no longer depends 
upon mass strikes, but on disciplined 
units of workers, saboteurs and fighters. 
Communist cells in France and Italy are 
being reorganized by experienced lead- 
ers. Many members who object to follow- 
ing orders blindly are being dropped. 
Dispatches from Paris and Rome say 
that the remaining Communists are a 
disciplined force capable of causing much 
damage. 

Sabotage and violence are to be the 
main instrument of direct action by Com- 
munists from now on. Strikes, when they 
are called, may be limited to certain coal 
mines in Northern France, ports in both 
France and Italy and factories in North- 
ern Italy where Communists still control 
labor. Sabotage of transport, power lines 
and machinery is to be expected this 
winter. Armed attacks by Communists 
seeking limited objectives are likely. 

Russia's aim is to cause France and 
Italy to lose production faster than 
America can pump recovery dollars into 
the two countries. Economic losses of the 
last month have been so great that 
American experts are wondering whether 
Russia may not be gaining the end she 
seeks. 

@ Anti-Communist action by the United 
States in Europe is likely to increase. 

U. S. reply to Russia’s tactics and Com- 
munist violence is only beginning to take 
shape. Strings tied by Congress to stop- 
gap aid to Europe are indicative of the 
attitude. Money from the sale of food 
and fuel sent to Europe must be used 
in part to publicize U. S. gifts within each 
country. In addition, European govern- 
ments may find U.S. supplies cut off if 
they allow Communists or ex-Communists 
to allocate or distribute U. S. aid. 

Anti-Communist trends in Washington 
are following different paths. One group 
of congressmen prefers to let non-Com- 
munist governments in Europe fight 
communism as they see fit. Another wants 
to restrict the use of U.S. money by the 
European governments to such a degree 
that the State Department is afraid that 
the fight against communism may suffer. 
A third group is suggesting that the U. S. 
go directly into European politics to pro- 
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Dangers for the U.S. in direct inter- 
vention in Europe are clear in dispatches 
from France and Italy. 

“Italian moderates are warning Amer- 
ica that support for anti-Communist 
groups on the extreme right might bring 
civil war between Communists and Fas- 
cists,’ says John W. Mowinckel, World 
Report staff correspondent in Rome. “All 
anti-Communists are hampered by lack 
of funds, but all are aware of political 
dangers involved in getting such funds 
from non-Italians.” 

William H. Lowe, World Report staff 
correspondent in Paris, radios: 

“French national pride couldn't stom- 
ach the use of American dollars for 
political purposes inside France. Political 
aid to non-Communists from the U.S. 
thus might be self-defeating. French anti- 
Communists agree that French recovery, 
aided by U.S. dollars without strings 
attached, would hurt Communists most.” 
@ Competition ahead in France and 
Italy between Communists backed by 
Russia and anti-Communists encouraged 
by the U.S. will become more intense 
through the winter and spring. The 
strategy of both sides may change with 
events. But both Russia and the United 
States are aware that outright civil war 
between their allies in Europe would 
bring the danger of another world war 
that much closer. For that reason, both 


AMERICA’S CAFFERY, FRANCE’S BIDAULT powers are planning their European poli- 


Frenchmen say U. S. dollars without strings would hurt the Communists most cies with great care. 
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tect the American investment in Euro- 
pean recovery. 

What is involved in an all-out policy 
of anticommunism in Europe are prac- 
tices outlawed by Washington up to now. 
Some congressmen, for example, are sug- 
gesting that it is time for U.S. ambassa- 
dors to get secret funds like those at the 
disposal of the diplomats of virtually all 
other powers. 

Congressmen also are asking the Gov- 
ernment to tie trade policies of the U. S. 
more closely to an anti-Communist pro- 
gram. Some would have the Government 
draw up “black lists” of Communist- 
controlled firms and organizations to be 
barred from receiving American exports. 
They want active anti-Communists to 
get U.S. favors. 

Many congressmen say that it is not 
enough for the U.S. to beam “Voice of 
America” broadcasts to Europe by short- 
wave. There are suggestions that the 
U.S. buy radio time on European stations 
and advertising space in the anti-Com- 
munist newspapers of France and Italy. 
Some congressmen ask that the embassies 
abroad take steps to see that anti-Com- 
munist publications get enough newsprint. 

A show of strength to aid European 
anti-Communists is desired by some con- 
gressmen. President Truman _ promised, 
as American troops left Italy on schedule, 
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that the United States would help Italy : 3 | ~Acme 
if its freedom were threatened “directly 'TALY’S DE GASPERI, AMERICA’S DUNN 
or indirectly.” Communists want production to go down faster than America can pump in money 
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THREAT TO WORLD PEACE 
IN PALESTINE’S CONFLICT 





Reported from JERUSALEM, WASHINGTON and LONDON 


Real danger in Palestine is 
that the U. S. and Russia will 
become involved in the trou- 
bles of the Holy Land. 

The big powers will be 
called in if the United Na- 
tions cannot persuade Arabs 
and Jews to agree on parti- 
tion. Odds are against U. N. 
success. 

The decision is due well 
before May 15, when Britain 


gives up its mandate. 
o 0 9 


@ What causes concern is that the 
United Nations now is committed to 
dividing Palestine between Arabs and 
Jews but lacks any force to carry out 
the plan over Arab resistance. 

Throughout the Middle East (see map 
on page 8), Arabs are preparing for 
serious fighting in Palestine when the 
British move out. A UN commission 
of five small countries will be treated as 
enemies by the Arabs when they arrive 
in Palestine to partition the country. 
American prestige in the Arab world is 
at its lowest point in history. Oil re- 
sources of the Middle East, on which the 
United States relies, are at stake. 

The critical possibilities of this situa- 
tion are analyzed officially in Washington 
as follows: 

American troops may be requested by 
the United Nations to enforce partition 
on the Arabs. The request would be nat- 
ural, since the United States was the chief 
advocate of partition in the U. N. Assem- 
bly. But Washington officials doubt 
whether Congress, in an election year, 
would authorize the move. 

Russian troops are eager to get into the 
Holy Land. Military and diplomatic ex- 
perts in Washington do not see how an 
international police force for Palestine 
could exclude Russians. This would bring 
Soviet agents officially into the heart of 


the Middle East, an area where Moscow 
wants to increase its influence. 

British troops will keep hands off. 
London makes it plain that Britain will 
supply no soldiers to enforce partition. 

In case no U.N. police force goes to 
Palestine, the local Jews and Arabs would 
be left to fight it out themselves. Years 
of guerrilla warfare might ensue. The 
U.N.’s partition plan would be lost in 
the gunfire. The whole area, inflamed in 
civil war, would become unsafe for Amer- 
ican business, especially for the U.S. in- 
vestment in Middle East oil. 

@ War preparations now taking place in 
the Middle East give a foretaste of the 
problems to come. 

The Arab League, meeting in Cairo, 
pledged money, man power and weapons 
to support the Arabs of Palestine against 
creation of a Jewish state. The League’s 
members—Syria, Lebanon, Iraq, Trans- 
Jordan, Egypt, Saudi Arabia and Yemen— 
are holding their citizens in check until 
after the British leave Palestine. 

Religious leaders of the Moslem world 
have called the faithful to a holy war 
against partition. This adds a religious 
blessing to the lure of loot that may moti- 
vate Arab raiders to fight in Palestine. 

An Arab military headquarters is func- 
tioning in Damascus, the capital of Syria. 
Staff generals from the Syrian, Iraqi and 
Egyptian armies are making joint plans 
for war in Palestine. 

Volunteer armies are being recruited 
by both sides. 

Palestinian Jews plan to expand Haga- 
nah, their defense force, from 30,000 to 
nearly 100,000 men. Recruiting is going 
on now. New immigrants from Europe, 
most of them in the younger-age groups, 
are expected to flock to the Zionist colors. 

Arabs are raising man power both in- 
side and outside Palestine. Organized 
armies of the Arab states, numbering 
about 115,000, are not scheduled now to 
be used as an invasion force. Such out- 
right aggression against Palestine might 


* invite U. N. reprisals. The Arabs plan in- 


stead to send thousands of volunteers into 
Palestine to do the shooting. Regular army 
forces drawn up on Palestine’s borders 
would furnish supplies to the volunteers. 

Weapons are being collected by the 
opposing forces. 





| : ss 
TRANS-JORDAN’S ABDULLAH 
He wants to enlarge his kingdom 


Guns and ammunition are being smug- 
gled into Palestine on a large scale. They 
come mainly from huge stocks of arms 
abandoned in Libya, Italian East Africa, 
Syria and Lebanon by European armies 
that campaigned there during the war. 
Middle East merchants who got hold of 
these weapons are peddling them now to 
the belligerents. The price of a rifle on 
the Cairo black market has gone up in 
recent weeks from $60 to $200. 

Oiher weapons have been stolen from 
British stocks inside Palestine. On one 
occasion, Jews made off with a shipload 
of explosives from British naval stores 
at Haifa. All Palestine remembers the 
wartime court-martial of two British sol- 
diers who were bribed by the Jews to 
turn over truckloads of British guns and 
ammunition to underground agents. Re- 
cently four British armored cars disap- 
peared in Palestine. It is presumed they 
are now in Jewish hands. 

New weapons are being sought from 
outside the Middle East. The United 
States has ordered an embargo on ship- 
ments of weapons to the troubled area. 
Britain is considering a similiar step. But 
armaments salesmen from India, Czecho- 
slovakia, Switzerland and Sweden are re- 
ported to be active in the Middle East. 

Parliaments in Syria and Lebanon al- 
ready have voted $1,350,000 for Arab 
defense in Palestine. Other Arab coun- 
tries are sure to follow suit. Jews plan a 
world appeal for defense funds, part of 
which will be spent for weapons wherever 
they can be bought. In the U.S., they 
seek $250 million. 

In Palestine, the Jews manufacture 
light weapons. 

@ Will there be war between these two 
groups that are speedily preparing for 
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LEBANON 
Parliament votes one million 


ALESTINE Lebanese pounds ($450,000) 


for defense of Palestine | SYRIA 
Jews recruiting defense force 


Parliament votes two million 
as 70,000 British troops 


Syrian pounds ($900,000) 
start evacuating the country for defense of Palestine 


LIBIA 


Weapons stolen on World War Il 
battlefields filtering into Arab Pales- 
tine from caches here and elsewhere 
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Arab League adopts political and 
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30,000 


Present Jewish 
Force in Palestine 





115,500 


Present Strength 
of Arab States 
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TRANS-JORDAN 


The King would like to 
absorb Arabian Pales- 
tine into his kingdom 








SAUDI ARABIA 


Part of $20 million annual oil 
royalties paid to King may be 
used to buy arms for Arabs 
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conflict? Chances of avoiding it, accord- 
ing to information in Washington, London 
and Jerusalem, are slim. 

American oil companies expect trouble. 
Already field parties surveying the route 
for a pipe line from Saudi Arabia to the 
Mediterranean coast have been with- 
drawn to large coastal cities for safety 
reasons. Pipe-line work is suspended 
temporarily. Washington officials are 
worried by this development. They 
count on the pipe line to deliver oil from 
the Middle East that Europe will need 
for economic recovery. 

A split among the Arabs could be a 
factor for peace, but no such split is yet 
in sight. 

Outwardly, all Arab leaders are united 
against a Jewish state in Palestine. No 
Arab can afford to disagree publicly with 
this official view. But behind the una- 
nimity are conflicting interests of Arab 
countries. 

King Abdullah of Trans-Jordan, for in- 
stance, has personal ambitions to seize 
the Arab portion of Palestine and in- 
corporate it in his Kingdom. Syria, Saudi 
Arabia and Egypt, all of them with am- 
bitions for leadership in the Arab world, 
distrust King Abdullah for this reason. 
But thus far such Arab politics have 
been kept submerged. Arab League offi- 
cials in Cairo are confident that the Arab 
states can rise above local jealousies and 
unite for the common goal of defeating 
Zionists. 

Britain's attitude will have consider- 
able influence on how far the fighting 
spreads. 

Prime Minister Ernest Bevin promises 
that British forces will take their weapons 
with them when they leave Palestine. He 
also has told Parliament that 3,000 men 
in the Arab Legion, part of the British- 
trained force from Trans-Jordan now in 
Palestine on police duty for the British, 
will be sent home. 

What worries the Zionists and also offi- 

cials at U. N. headquarters is that Bevin 
does not want the U. N. Commission to 
enter Palestine until two weeks before the 
British lay down their mandate. The U.N. 
would like to send its group immediately 
to start organizing a peaceful transition 
to partition. 
@ In the last analysis, the supporters of 
the partitioning of Palestine recognize 
that peace will have to be enforced by 
the United Nations. The reason is that 
the Holy Land soon is to become the 
U. N.’s responsibility. 

The official hope is that the Arabs will 
not defy the United Nations, as repre- 
sented by the five-man commission that 
the U.N. is sending to Palestine. 

Behind this official hope, however, is 
the growing fear that the Arabs will con- 
tinue to resist creation of a Jewish state. 

From this fear grows the possibility 
that American and Russian troops even- 
tually may get a bid to uphold the U. N.’s 
policy in Palestine. 
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WHY MARSHALL PLAN IRKS LATIN AMERICA 





Reported from MEXICO CITY, BUENOS AIRES, HAVANA and NEW YORK 


The Marshall Plan is stim- 
ulating resentment in Latin 
America toward the United 
States. 

Latin-Americans feel that 
the United States, preoc- 
cupied with Europe, is neg- 
lecting nearby countries that 


need help. 

Resentment is to grow as 
goods Latin America wants 
are shipped to Europe. 

o 0 Oo 


Signs are appearing that Latin 
America is dissatisfied with the treat- 
ment it is getting from the U.S. Dis- 
appointment and a feeling of neglect 
are replacing the sense of solidarity 
that prevailed during the war. 

Local Communists and the Moscow 
radio are exploiting this dissatisfaction in 
the hope of creating a serious breach in 
the Western Hemisphere. 

@ Symptoms of the changed attitude in 
Latin America become more evident. 
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LATIN AMERICA: MORE PRIMITIVE THAN EUROPE... 


At Rio de Janeiro last August, the 
Inter-American Conference on defense 
became a sounding board for Latin- 
American countries that wanted economic 
help from the United States or that ac- 
cused the United States of economic ag- 
gression. Conference leaders, to quiet the 
complaints, consented to the holding of 
an inter-American meeting on economic 
problems late in 1948. 

United Nations action was sought at 
about the same time by a group of dele- 
gates from Latin-American countries. 
These delegates, implying that they can- 
not get U.S. help, are plugging now for 
establishment of a United Nations Eco- 
nomic Commission for Latin America. 

Colombia more recently proposed a 
“Little Marshall Plan” for Latin America. 
Under this suggestion, the U.S. Gov- 
ernment would lend $5 billion to a cor- 
poration in which all the 21 American 
republics: would be represented. The 
corporation would lend the money for 
projects to increase production in Latin 
America. | 

Shortly before the Colombian proposal 
was announced, angry crowds stoned the 
U.S. Embassy and offices of American 
companies in Bogota. The demonstration 
was a protest against an “insulting” note 
delivered by the U. S. charge d'affaires in 
a disagreement with Colombia over ship- 
ping arrangements for coffee. 
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The postwar era brought a feeling of disappointment and neglect 
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In Argentina, Miguel Miranda, Chair- 
man of the National Economic Council, 
recently denounced “international black 
marketeers” in the United States because 
of high prices charged the Argentine Gov- 
ernment for machinery and equipment. 

At Havana, Latin-American delegates 
to the United Nations Conference on 
Trade and Employment frequently op- 
pose policies favored by the United 
States. 

Havana dispatches say the Latin Amer- 

icans object to cutting tariffs. They are 
advocating a customs union of Latin- 
American countries. 
@ Economic goal of most countries in 
Latin America is to end their “colonial” 
status. They feel that the United States 
is not giving them much help. 

Latin America, traditionally, has ex- 
ported raw or semiprocessed commodities 
and has imported manufactured goods. 
Agricultural methods, for the most part, 
are primitive. Standards of living for the 
average man are far lower, as a rule, than 
in any of the Marshall Plan countries. 

Latin America is trying to raise its liv- 
ing standards and to broaden its economic 
base by improving agriculture and trans- 
portation and developing industries. From 
the United States it wants dollars, ma- 
chinery and equipment, and know-how. 

Dollars earned by sale of war ma- 
terials are mostly spent. Invesment capi- 
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tal from the United States has been flow- 
ing south since the end of the war, but 
not fast enough to suit Latin Americans. 
The Export-Import Bank’s loans have not 
lived up to the expectations of Latin- 
American countries. 

Most of the countries want a large fund 
to speed up economic improvement. They 
resent the fact that a government that ex- 
pects to pour billions into Europe appar- 
ently is unwilling to do much for its 
neighbors. 

Inability to get enough machinery and 
equipment in the United States is an- 
other sore spot. Materials Latin America 
wants most—transport equipment, factory 
machinery and farm implements—are in 
such short supply that no country is get- 
ting all it wants. 

Because of the shortage, Latin Amer- 
ica has not been able to replace much of 
its capital equipment that wore out dur- 
ing the war or to go ahead with some 
new projects for which financing has 
been obtained. Under plans for U.S. 
help to Europe, shipments of many items 
of capital goods to Latin America will 
be limited sharply for at least two years. 

“Some Mexican industrialists are shelv- 
ing plans for expansion because of U. S. 
intentions to control exports,” reports 
Richard A. Yahraes, staff correspondent 
of World Report, in a dispatch from 
Mexico City. “They expect machinery 
and equipment to remain scarce for years 
to come. 

“Latin Americans already are annoyed 
because their dollars buy less and less 
as U.S. prices rise. Inability to get the 
supplies they need from the United 
States will increase the problem.” 

American skills for industrial develop- 
ment are available for the hiring. But 
technical help for programs to raise 
standards of living on a co-operative basis 
—sanitation, farming and education—is 
harder to get. It will cease in 1950, when 
the congressional charter of the Institute 
of Inter-American Affairs expires. 

Psychological reason for the change in 
Latin America’s attitude is the belief that 
the United States has lost interest in it. 

The U.S. cultivated Latin Americans 
during the war. That treatment paid off 
in good relations and high production of 
materials needed by war industries. 

Since the war, however, the United 
States has given more and more of its at- 
tention to Europe and the Orient. The 
State Department has dropped the posi- 
tion of Assistant Secretary for Latin- 
American Affairs. Little noticed in the 
United States, the action made an im- 
mediate impression in South America. 

President Truman’s trips to Mexico and 
Brazil have aroused temporary enthusi- 
asm. Relations between the U. S. and Ar- 
gentina are better now than at any other 
time in many years. But most govern- 
ments in Latin America are coming to feel 
that the U.S. has no economic policy 
toward them and little interest in them. 
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United States funds would speed the growth of such heavy industry 


@ The Marshall Plan, as many Latin 
Americans see it, is proof of U.S. pre- 
occupation with Europe. They fear that, 
under it, the United States will direct 
most of its exports of machinery and 
equipment to Europe. They suspect that 
big appropriations for the Marshall Plan 
will mean no U.S. money for Latin 
America. They believe, thus, that the 
Marshall Plan will be a hindrance rather 
than a help to them. But it may not work 
out quite that way. 

U.S. expenditures in Latin America 
under the Marshall Plan will run high into 
the hundreds of millions of dollars. 

Under the stopgap program alone, the 
United States will make big purchases of 
Latin-American commodities. The list in- 
cludes bread grains, edible oils, fertilizers, 
coffee, sugar, meat, cotton, dairy prod- 
ucts, tobacco and petroleum products. 

Under the long-range program, dollars 
will meet the deficits in trade between 
Latin-American countries and those in the 
Marshall Plan area. 


U.S. dollars used in buying Latin- 
American goods for Europe can help 
Latin America purchase U. S. equipment 
when it becomes available. 

Scarce materials will not be channeled 
exclusively to Europe under the Marshall 
Plan. Shipments to Latin America will be 
approved in cases where these scarce 
materials will sufficiently increase pro- 
duction or speed the movement of com- 
modities to Europe. 

Europe’s recovery, if accomplished, 
will benefit Latin America, because Eu- 
rope formerly was its best market and the 
source of many of the items it now wants 
from the United States. With Europe ex- 
porting once more, Latin America will be 
able to get machinery. 

U. S. spending in Latin America under 
the Marshall Plan will tend to put a 
brake on rising resentment. But the 
breach is likely to widen unless Latin- 
American countries become convinced 
that the United States considers them im- 
portant and deserving of help. 
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CUT IN BRITAIN’S BUILDING 





FOR BUSINESS EXPANSION 


Reported from LONDON 


Britain is ordering a cut- 
back in industrial expansion 
on a broad front. 

Private enterprises will suf- 
fer more than those run by 
the Government. 

The effect of the program 
will be to prevent many busi- 
nesses from spending as 
much money for development 
as they did before the war, 


when prices were lower. 
oo 9 


The British Government is revising 
downward its estimates of how much 
money the country can afford to spend 
next year on capital equipment. 


Spending on building, plants, machin- 
ery and related projects will be curtailed. 
The object is to stretch the available 
supply of steel, coal, building materials 
and labor to meet the needs of the export 
program and other requirements. 

An estimated outlay of $6,400,000,000 
had been contemplated for 1948. But the 
Government is determined to reduce capi- 
tal investments to an annual rate of 
$5,280,000,000 by the end of the year. As 
shown on the accompanying chart, the 
current rate is about $6,200,000,000. 

@ The Government's plan is to effect 
most of the savings in private business. 
Little of the curtailment in capital spend- 


ing is to occur in those sections of the. 


economy in which the Government itself 
is interested. 

The housing program, for example, has 
been given top priority by the Labor Gov- 
ernment. This program will be continued 
almost as scheduled. The plan calls for 
a reduction of only 1 per cent in the 
labor force devoted to home construc- 
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tion and for a small cut in materials 
needed. 

Critics of the Government question the 
wisdom of this decision. They contend 
that the money, labor and materials ear- 
marked for housing could be used to 
greater advantage in construction that 
would make a direct contribution to Brit- 
ain’s productivity. 

No savings are contemplated in other 
important fields the Government is inter- 
ested in. On projects connected with 
farming, the labor force is to be increased 
by 84 per cent. The health and education 
program is to get 32 per cent more work- 
ers. The force serving public utilities and 
fuel production will be 1 per cent larger. 
In each of these fields, the 1948 program 
also requires more money and materials. 
@ Cutbacks in the development of pri- 
vate enterprise are counted on to permit 
the expansion of Government-backed un- 
dertakings and to provide over-all savings. 

Accordingly, the labor force available 
for maintenance and expansion is to be 
reduced by 9 per cent. Materials and 
money are to be siphoned off in the fol- 
lowing ways: 

Factory construction is banned for six 
months. Building already in progress that 
has not reached the steel-use stage will 
be reviewed. The aim is to postpone work 
on at least half the projects under way. 

Machinery and equipment for new 
plants will be exported instead of used 
at home. Imports of specialized plant 
machinery will be cut. 

Maintenance of existing plants and 
equipment also will be affected adversely. 
It has been estimated that half of all 
investment of new capital goes for this 
purpose. In view of wartime neglect, the 
figure might have been even higher. 

New automobiles available to private 
business will be limited to 50,000, a cut 
of 50 per cent. The rest of the motor 
vehicles originally earmarked for business 
will be sold abroad. 

Exceptions are to be strictly limited. 
Only plants producing primarily for ex- 
port and projects of exceptional impor- 
tance can hope for exemptions. 

@ Workability of the Government’s pro- 

gram is questioned by many economists. 
They concede that the Government can 
control those sections of the economy that 
have been nationalized or in which it is 
closely interested. However, there now is 
no system of controls that would insure 
the complete co-operation of private 
business. 

Big question is whether the Govern- 
ment will resort to compulsory measures. 
Without them, the program may not even 
begin to realize its objectives. 
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MOSCOW'S CURRENCY DEAL: 





WHO GAINS, WHO LOSES 





Reported from MOSCOW and WASHINGTON 


Russia’s Government is 
converting a crisis at home 
into a display of political 
strength to impress the So- 
viet’s neighbors. 

Rationing is ended. Some 
food prices are cut. Wages 
remain the same. 

It is being done with a cur- 
rency reform that amounts to 
a capital tax on savings. 
Wartime profits and hoarded 


cash are wiped out. 
o 0 90 


@ Financial troubles inside Russia, 
similar to those perplexing other coun- 
tries, lie behind the Soviet decision to 
call in all paper money and put new 
currency in its place. In this transac- 
tion the wealthiest Russians lose nine 
tenths of their savings. Workers with 
small savings come out ahead. 

Difficulty has been that there is too 
much money circulating in Russia. Peo- 
ple could afford to buy more goods than 
were available. Speculators have been 
operating. The Kremlin chose to move 
quickly and drastically to cut the public's 
money holdings so the Government could 
end food rationing—as promised long ago. 
Rumors that the move was coming started 
a buying panic. 

@ What is happening in Russia is this: 

Hoarders of currency are hit hardest. 
Ninety per cent of all cash in hand is 
confiscated. 

Savings in banks get more favorable 
treatment. Half of each bank account 
over 10,000 rubles is canceled. One 
third is knocked off accounts between 
3,000 and 7,000 rubles. Those under 
3,000 rubles are undisturbed. 

There are 41,000 savings banks in 
Russia with about 17 million accounts. 
The overwhelming majority of depositors 
probably have less than 3,000 rubles in 


the bank. Now they win where the 
hoarders lose. People who kept their 
savings elsewhere than in banks have to 
turn in their rubles and get one back 
for every ten they surrender. 

Government bonds, similar to U.S. 
savings bonds, lose two thirds of their 
former value of 170 billion rubles. In- 
terest is suspended until next August. 
This hits the workers, most of whom 
have been putting 5 or 10 per cent of 
their wages into Government bonds ever 
since the war started. 

Bond drives will meet more resistance 
in the future. This month the Govern- 
ment, for example, is using a public 
lottery as incentive to put over a billion- 
ruble issue. 

Wages and salaries stay at old levels. 

Taxes are unchanged, too. 

Food prices go down—an average of 5 
per cent on the things that were rationed. 

Clothing and luxuries go up above the 

old rationed prices, but they will be far 
cheaper now than they were in the 
“commercial stores” that sold waentionsd 
goods at premium prices. 
@ The gain made through the currency 
deal goes to the Government itself, to 
the top executives of the Government and 
the Communist Party, and, in lesser de- 
gree, to the industrial workers. 

The Government with one strike can- 
cels two thirds of its internal debt. It 
also cuts two thirds off the amount 
needed to service Government loans. 
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Big earners, such as Government exec- 
utives, writers, engineers, party leaders, 
also gain. They were the chief customers 
of the expensive “commercial stores” 
now eliminated. Prices of the goods they 
bought in those stores are to be brought 
down 71 per cent. 

Industrial workers will be able to buy 
5 per cent more food than they could 
with the same wages last year. But in- 
flation had become so acute in Russia 
that, even with this adjustment, the 
worker's purchasing power is less than 
half what it was before the war. 

The average family, when it makes up 
the household budget for 1948, will find 
that its money will buy a little more 
bread and potatoes, but that almost 
nothing will be left over for clothing 
or luxuries. 

@ The loss, under Russia’s new system, 
will be taken by farmers and traders. 

The peasant, with his hoarded rubles 
wiped out, finds the things he buys as 
expensive as ever, and the things he 
sells a bit cheaper. 

Traders lose much of their business 
capital through the reduction of savings. 
Also, as prices are made uniform by the 
Government, profits are certain to decline. 

About the only thing not affected by 
the currency program is Russia’s world 
trade. That trade is not carried on in 
rubles. Mostly it is in gold or American 
dollars. 

@ Russia's rulers acted when they did 
for two reasons—a crisis at home and a 
crisis abroad. Inside Russia, inflation was 
getting out of hand. The public, with 
lots of money, was growing restless under 
rationing. Outside Russia, the Kremlin 
needed to make a show of economic 
strength. Soviet propaganda, from now 
on, can be expected to make much of the 
fact that Russia has removed rationing at 
a time when rationing in Britain and 
France pinches tighter than ever before. 
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TEN WILL GET YOU ONE: The peasant’s hoarded rubles are wiped out 
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CZECHOSLOVAKIA IN RUSSIA‘S TRADE NET 


Reported from PRAGUE and WASHINGTON 


Moscow is turning Czecho- 
slovakian trade away from 
the West. 

A new web of economic 
pacts greatly increases East- 
ern Europe’s share of the 
country’s exports. 

The trade shift means se- 


rious risks for Czechoslovakia 
in 1948. 
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@ The new policy in Czechoslovak 
trade is aimed at harnessing more of 
the nation’s industrial power to the 
Soviet area. 

Trade with Russia and its neighbors 
is to be stepped up sharply. 

Trade with the West is to shrink, but 
not to disappear. 

@ The shift means a reversal of Czecho- 
slovak plans for recovery based on West- 
ern trade and credit. 

Original idea was to build up Czecho- 
slovakia’s industries with the help of 
Western machinery and raw materials. 
American and British credits, in addition 
to the money earned in trade, were to do 
the job. 

But now, Prague's efforts to increase 
trade with Western Europe and _ the 
Americas must be cut back just as they 
are beginning to bear fruit. 

In 1948, Czechoslovakia may have to 
reduce its business with countries outside 
the Iron Curtain by one fourth, because 
much more will be shipped to Russia and 
its satellites. 

Czechoslovakia may also have to give 

up plans for expansion of industrial 
capacity. A large part of the heavy 
machinery needed for that must go to 
Russia instead. - 
@ Eastern Europe’s share of Czecho- 
slovakia’s exports is to be more than 
doubled in 1948, as the accompanying 
chart shows. Under the new agreements, 
shipments to the Soviet group of nations 
will reach an estimated $288 million next 
year, compared to about $104 million for 
1947. 

Russia is to get about four times as 
much from Czechoslovakia in 1948 as in 
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1947. Exports to Russia this year total 
about $24 million.. That is to be stepped 
up to an estimated $96 million next year. 

Russia’s satellites also are due to get 
much more under the new agreements. 

Shipments to Poland, Yugoslavia, Bul- 
garia and Albania will have to jump to 
$128 million from an estimated $46 mil- 
lion in 1947. 

About $64 million will have to be sent 

to Romania, Hungary, Finland and the 
Soviet zones of Germany and Austria. 
@ The Russian group wants mainly 
heavy equipment for industry. This is 
exactly the type of goods Czechoslovakia 
had planned on making for its own use 
and for export to the West. 

Reconstruction goods to be furnished 
by Czechoslovakia include pipe, drilling 
equipment, trucks, machine tools, railway 
cars, tractors and farm equipment. 

Poland is to get a power plant. The 
Russians want a complete synthetic fiber 
mill, copied from a Czechoslovak model. 
They also want locomotives, cranes, gen- 
erators, cement plants and sugar factories. 


Factories recently moved from the Su- 
detenland are to help in the export drive. 

Consumer goods also will be sent. Most 
of the Eastern partners have ordered 
household goods, glass, chemicals and 
drugs. Cotton and wool cloth will be in- 
cluded in return for raw materials from 
the East. All these things are of the type 
Czechoslovakia had planned to sell for 
dollars or other valuable currencies in 
Western Europe and the Americas. 
@ Czechoslovakia gets, in return, mostly 
food and raw materials. Success of the 
program depends on the Soviet area’s 
ability to deliver sufficient food, minerals, 
fibers and fuel. 

Food is what the Czechoslovaks are 
most worried about. Last summer's 
drought means that they must import 
more than usual, export less. 

The Russians have promised to double 
their original commitment to send Czech- 
oslovakia 200,000 tons of grain in 1948. 
Russia also will provide 200,000 tons of 
feed for animals. 

Romania has promised the Czecho- 
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RUSSIA WILL GET FOUR TIMES AS MUCH 
Motorcycles and other Czechoslovakian goods will now go East to market 
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slovakians 250,000 tons of corn. Hungary 
and Yugoslavia are supposed to furnish 
100,000 tons each. Bulgaria is to send a 
small quantity. 

Even if all the promised grain arrives 
on time, however, Czechoslovakia prob- 
ably will run somewhat short and may 
have to cut down on its livestock herds. 
@ Imports from the West into Czecho- 
slovakia will have to be cut down by an 
estimated 29 per cent in 1948. Less 
money will be earned from exports. 
Chances of borrowing dollars are slimmer. 

Large purchases of industrial equip- 
ment that were to have been financed by 
a loan from the World Bank probably 
will have to be given up. 

Buying of food and raw materials will 

be affected. But Czechoslovakia will try 
to maintain imports of machine tools, pre- 
cision instruments and parts. 
@ Success of Czechoslovakia’s new pat- 
tern of trade in 1948 is doubtful. Pros- 
pects for later years are more favorable, 
however. There is some concern in Prague 
about the present ability of the new part- 
ners to hold up their end of the bargain. 

Production in most of the Soviet area 
still is far below the prewar level. If 
Czechoslovakia’s suppliers fall behind on 
deliveries of raw materials, Czechoslovak 
industry will suffer. Likely trouble spots 
are in textiles and metal working. Both 
industries need large quantities of raw 
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materials and some replacement of ma- 
chinerv to keep going at a high level. 

Transport troubles threaten to hamper 
the movement of such huge loads. 

Capacity of East-West railways is 
limited. 

The Danube River, which normally 
carries much freight, is at the lowest 
level on record. Ice closes the river to 
traffic between January and March. 

Imports via the Oder River are limited 
by port facilities. 

The goods to be shipped are bulky: 
food and fodder from many different 
areas, ore from the Black Sea area and 
Yugoslavia, phosphate fertilizer from 
Northern Russia, zinc ore and coke from 
Poland. A severe winter, stalling trans- 
portation, could cripple the entire pro- 
gram for 1948. 

In the long run, however, the trade pat- 
tern Moscow has designed for Czecho- 
slovakia may work out well. With normal 
crops and _ improved _ transportation, 
Czechoslovakia could be tied closely into 
the economic system of the Russian area. 

Czechoslovakia’s neighbors have most 
of the raw materials it needs. Major ex- 
ceptions are rubber, long-staple cotton 
and better grades of wool. Reconstruc- 
tion and transportation difficulties will 
have to be solved, however, before 
Czechoslovakia can count on getting the 
necessary quantities on schedule. 
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Before Hitler distorted Central Eu- 
rope’s commercial system in the mid-'30s, 
Czechoslovakia’s trade flow was similar 
to that now being adopted. This time, 
however, Poland and Russia will account 
for a much larger share of Czechoslo- 
vakia’s business than before. 

Integration of Czechoslovak trade into 
the Soviet network is to be hastened by 
giving top priorities to industries produc- 
ing for export to the East. Those working 
for export to the West already are getting 
lower priorities. 

@ Real problem will be to produce 
enough for the Soviet area without dis- 
rupting industrial expansion at home. The 
trade policy and the industrialization 
project contradict each other. 

Increased exports of machine tools, 
electrical equipment and precision instru- 
ments will clash with demands of home 
industries that want such things for their 
own expansion. 

' The Five-Year Plan urged by Com- 
munist Premier Klement Gottwald is 
aimed at raising capacity of Czecho- 
slovakia’s heavy industry by 80 per cent. 
To do that. the nation would have to 
plow 30 per cent of its production each 
year back into plant expansion. Western 
economists do not see how the Czecho- 
slovaks can do this and still increase 
exports of heavy goods, as required by 
the new agreements. 
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LESS CLOTHING FOR BRITONS 





AS EXPORTS ARE INCREASED 





Reported from LONDON 


British wardrobes, already 
threadbare, will be even 
worse during 1948. 

Barring sharp increases in 
textile production, a drastic 
cut will be made in the 
amount of goods available 
for Britons at home. 

The cloth taken away will 
be sold overseas where it 
earns more money. 

o 0 °9O 


The British people are being put on 
notice that scarce clothing may be 
even harder to buy next year. A cut of 
one third to one half in the amount of 
textiles for the domestic market is be- 
ing mentioned by officials. 

Behind this threatened reduction is the 
determination to increase the highly 
profitable export of textiles in 1948. If 
the output of mills falls short of meeting 
export objectives, the difference will be 
made up by denying the domestic market 
part of its present scant share. 

@ The textile industry, in its present 
situation, makes the outlook uncertain 
for the nation’s consumers. 

Output is only 56 per cent of prewar. 
Recovery has lagged behind that of other 
industries. Production has been picking 
up only recently. 

Man power is short. Mills employ only 
four fifths as many workers as they had in 
1938. New recruits are hard to attract 
because of the industry's old reputation 
for low wages, poor working conditions, 
insecurity. 

Equipment, in many cases, is obsolete. 
But the shortage of steel limits the amount 
of machinery that can be supplied. 

Capacity is not being fully used. For 
example, current surveys show that 266 
cotton mills, closed at the war’s outbreak, 
have never been reopened. 

@ Production goals that the industry is 
being called on to meet in 1948 have 
been raised. 
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Cotton goods are expected to show an 
output increase of 10 per cent immedi- 
ately, another 10 per cent increase by 
mid-1948, then 10 per cent more before 
the end of next year. Cotton production 
currently is running at a rate of about 
half of prewar. 

Woolens have recovered faster. Out- 
put now is approximately 80 per cent of 
peacetime. The Government calls for an 
increase of 25 per cent by midyear and 
30 by 1949. 

Exports are given priority on 56 per 
cent of the production of cotton goods by 
midyear, 69 per cent at year’s end. With 
woolens, the midyear target is 142 per 
cent of prewar, and at years end 182 
per cent. 

Combined textile exports are now 45 
per cent of prewar. Cottons are about 42 
per cent of 1938 levels. Woolens are being 
exported at double that rate. 

Consumers’ share of textiles will be 

whatever is left after export requirements 
are met. At present, the domestic market 
is receiving about three fourths of the tex- 
tile industry’s output, and that is woefully 
short of needs. 
@ For the average Briton, the threat- 
ened reduction in textiles is a discourag- 
ing prospect. The present ration of clothes 
is the slimmest since the start of the war. 
The ration for the five months ending 
March 31, 1948, is 20 coupons, as com- 
pared with 32 for the previous seven 
months. And it is becoming increasingly 
difficult to find shops with the clothing 
the coupons permit one to buy. 

Men find that 20 coupons mean very 
little. A suit requires between 26 and 29 
coupons. If it is custom made, a good 
tailor probably will take a year to finish 
the suit. Overcoats take 18 coupons, a 
cotton shirt 4. Each handkerchief costs 
half a coupon. 

Women fare slightly better. A_ skirt- 
and-coat suit or a dress will take 18 cou- 
pons. A pair of full-fashioned hose repre- 
sents three points. So does an article of 
underwear. Girdles also are in the three- 
point bracket. But to get one that is rel- 
atively durable, it is necessary to have a 
doctor’s order stating that the girdle is 
needed for reasons of health. 

About the only item unrationed for 
women shoppers is hats. 
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HER COUPONS FOR 3'/2 MONTHS 
It’s patch and mend—and export 


Growing children receive the basic ra- 
tion of 20 coupons for the current period, 
plus a supplementary ration of another 
20. Experience has shown, however, that 
clothes are worn out or outgrown faster 
than the ration allows for replacements. 

Most families have been getting along 
by. making prewar clothes “do,” by hav- 
ing them altered, or cut down, as circum- 
stances required. However, the British 
have been doing that for seven years, and 
prewar garments have been worn so thin 
that many can’t be patched any more. 

That is true with more than clothing. 
Household textiles come under the same 
rationing system. Coupons must be sur- 
rendered for sheets, pillow cases, towels, 
curtains or draperies. And, after seven 
years, most households are in acute need 
of such things. 

Still, despite the unprecedentedly tight 

situation in clothing and household linens, 
the Government is prepared to curtail 
textile goods further. 
@ Basic reason behind the Govern- 
ment’s decision is that British textiles 
have a seller’s market abroad and com- 
mand premium prices. 

Textiles are the country’s most impor- 
tant export in money value. They cur- 
rently are bringing a cash return of 315 
per cent over prewar, as compared with 
234 per cent for the general run of 
export goods. The Government believes 
that, if it can get textile exports back to 
1938 levels at present prices, Britain's 
trade deficit will be cut in half. 

The Government is out to do just that. 
If the textile industry fails to produce 
enough for both home and overseas con- 
sumption, the average Briton will have 
to make up the slack by doing without 
to a still greater extent. 
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SUGAR: ERA OF PLENTY 





FOR INDUSTRIAL USERS 


Reported from HAVANA, WASHINGTON and NEW YORK 


American industries now 
are assured of an abundant 
supply of sugar. 

With rationing gone, more 
products using sugar will be 
turned out during 1948 than 
at any time since before the 
war. Supplies are almost un- 
limited. 

But sugar producers face 
new competition from manu- 
facturers of sweeteners made 


from corn. 
o 0 9S 


Sugar supplies now in sight for use 
in the United States next year are so 
plentiful that marketing quotas, sus- 
pended during the war, are to go back 
into effect next month. 

High or rising production from all 
sources that supply the U.S. market _ac- 
counts for the abundance in prospect. 

@ Domestic production of sugar in the 
United States for use in 1948 probably is 
greater than ever before. 

Beet sugar will be available in abun- 
dance. Preliminary estimates piace pro- 
duction from the 1947 crop at nearly two 
million tons, or about 20 per cent above 
the prewar average. Grinding of beets is 
well advanced, and sugar from this source 
is moving into trade channels. 

American cane output is down a little 
from its 1945 peak and is below the 
prewar average. But domestic cane is the 
least important source of sugar for the 
United States. The increase in beet pro- 
duction far more than offsets the decline 
in sugar from domestic cane. 

@ In overseas areas that supply sugar to 
United States manufacturers, production 
prospects are encouraging. 

Cuba has a bumper crop. Production 
will be a little under the all-time record, 
set last year, but nearly twice as large as 
it was just before the war. The making of 
sugar from the current crop of cane will 


begin soon. Shipments to the United 
States probably will start in January and 
reach their peak in March. 

In the Philippines, the sugar industry 
is recovering from the effects of Japanese 
occupation. Production dropped to 75,- 
000 tons in 1944, largely because of Jap- 
anese policies. Under the Japanese, plan- 
tations were neglected and mills fell into 
disrepair or were destroyed. 

Rehabilitation, which was started after 
the Japanese were driven out, now has 
advanced to the point where production 
from the current crop is expected to be 
530,000 tons. 

Hawaii's output also has increased. The 
present crop is expected to yield 950,000 
tons, compared with 900,000 last year 
and 680,000 in 1945. 

Quotas, to be announced soon by the 


‘U.S. Secretary of Agriculture, will -allo- 


cate the American market among all these 
producers at home and abroad. Cuba, in 
addition to its own quota, is to get that 
portion of the Philippines’ quota that can- 
not be filled by Philippine production. 
In spite of this, however, Cuba will lose 
a considerable part of the American 
market it had during the war, when im- 
ports from the Philippines were cut off 


and marketing quotas were suspended. 
As a partial offset to this loss, the United 
States tariff on sugar is to be reduced 
on January 1 from 75 cents to 50 cents 
per 100 pounds. 

@ Industrial users, whose supplies were 
short during the war, began to take 
advantage of the greater availability of 
sugar when the ration was suspended 
last summer. They have stepped up pro- 
duction of baked goods, jams and pre- 
serves, catsup, canned soups. Soft drinks, 
which often were hard to get during the 
war, now are plentiful. 

Question is whether some industries 
will rely as heavily on sugar, even with 
plenty of it available, as they did before 
the war. 

Wartime rations cut 20 to 50 per cent 
off the amounts of sugar most industries 
could get. Users, thus, faced the necessity 
of reducing their output sharply unless 
they could obtain substitutes. 

Corn products—corn syrup and corn 
sugar—moved in to help fill the needs of 
industries. Per capita consumption of 
these products increased from 12.8 
pounds in 1941 to an average of 16.6 
pounds during the war years. 

Corn processors now are putting up a 
fight to hold the markets they gained 
during the war. Principal weapon they 
are using is aggressive merchandising. 

Some industrial users may not go back 
to cane and beet sugar. Others are taking 
full advantage of the improved supply 
situation. The outlook, thus, is for a tre- 
mendous output next year of all industrial 
products that use sugar as a basic ingre- 
dient. 





THE END OF SHORT RATIONS 
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Now industry can step up output of these syrups for soft drinks 
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ALARM OVER HEAVY INFLUX OF GOLD 


Reported from OTTAWA, NEW YORK and WASHINGTON 


Gold from abroad may 
add as much as $21 billion 
to inflationary pressures in 
the United States during 
the next year. | 

Imports of gold have in- 
creased sixfold in a year, 
may go higher. 

American officials are wor- 
ried over what the influx will 
do to U.S. prices, but don’t 
see a quick way out. 


An inflationary flow of gold into the 

United States, now running at a rate 
of $3 billion a year, is causing increas- 
ing concern in Washington. The Treas- 
ury wants no more gold. But pur- 
chases cannot be stopped without 
threatening the value of bullion al- 
ready bought—almost’ $23 billion 
worth. Now there is a danger that 
gold shipments from other countries 
may increase further. 
@ A Canadian scheme to boost the out- 
put of gold mines through subsidies 
raises the prospect of increased move- 
ments of the precious metal to the United 
States. The United States Treasury now 
buys virtually all the gold the world 
produces. American officials fear that 
other countries may follow Canada’s 
example. 

Canada’s original plan was rejected by 
the International Monetary Fund as a 
violation of its rules, which prohibit pay- 
ment by governments of more than $35 
an ounce for gold. 

A revised plan, however, now has been 
approved by the Fund. Instead of raising 
the gold price, the Canadian Government 
will defray a part of the increased cost 
of production. 

American objections, which originally 
spurred Fund action on the Canadian 
plan, are being withdrawn—formally—as 
having no legal basis. But U. S. Secretary 
of the Treasury John W. Snyder is mak- 
ing it clear to Canadg and to all other 
gold-producing countries that the United 
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States views gold subsidies “with dis- 
favor” anyway. 

The United States contends that it is 
wrong for Canada to divert man power 
and materials to the production of use- 
less gold. The world is hungry for other 
goods that Canada can produce—lead, 
copper, iron, timber and newsprint. 

In addition, there is fear that gold 
subsidies abroad may increase pressure 
from American mines for gold subsidies 
at home. The Treasury does not want to 
stimulate the United States’ own gold 
output, which is just as inflationary as 
imports from abroad. 

@ The inflationary effect of gold pur- 
chases is reaching dangerous proportions. 
The U.S. Treasury is committed under 
the International Monetary Agreement 
to buy all gold offered at $35 an ounce. 
From the end of February to December 
10, the Treasury bought $2,378,000,000 
of gold. Of this, more than $2,300,000,- 
000 came from abroad. Each dollar’s 
worth of gold bought by the Treasury 
can create about $7 of purchasing power. 
Here is an illustration of the way it works: 

When Britain sells the U.S. Treasury 
$100 million of gold, the Treasury gives 
the British Government a check for $100 
million on the Federal Reserve Bank of 
New York. The Treasury prints $100 
million of gold certificates, which it de- 
posits in its account in the Reserve Bank 
to cover the check. 

Britain deposits the U. S. Government 
check in a commercial bank in New 
York. This increases the gold reserves of 
the commercial bank by $100 million. 
But commercial banks are required to 
keep reserves of only 14 to 20 per cent 
of their deposits. As a result, the added 
$100 million in reserves enables the bank 
to make loans and investments of about 
$600 million. 

In other words, each $100 million of 
gold sold by Britain to the U. S. Treasury 
enables Britain to spend $100 million 
for American goods. It also enables the 
banking system in the United States 
to lend American businessmen $600 mil- 
lion, which they can spend for goods. 
The total effect may be the same as 
though $700 million of new money were 
printed and put into circulation. 

Thus, U.S. gold imports of $2.3 billion 
since the end of February could swell 
purchasing power and bank credit in 
the United States by more than $16 


billion. Marriner Eccles, Chairman of the 
Federal Reserve Board, believes that 
another $2 to $3 billion of gold will 
enter in 1948. 

@ Remedies available to curb the in- 
fationary force of imported gold are 
being studied by the Treasury and the 
Federal Reserve Board. | 

Termination of gold purchases is not 
feasible. It would violate the Interna- 
tional Monetary Agreement and would 
defeat efforts to stabilize the world’s cur- 
rencies. Moreover, it would break the 
gold market and the American stock of 
gold would lose most of its value. Ameri- 
can purchases provide the only real sup- 
port for the present price of $35 an 
ounce. Without these purchases, gold 
would be eliminated as a medium of 
exchange. 

Discouragement of subsidies to gold 
miners abroad is to be American policy, 
however, to help limit the growth of the 
world’s gold supply. The United States 
is acting directly to let other countries 
know its attitude. Action also is being 
taken through the International Mone- 
tary Fund. 

The Fund, in approving the Canadian 
scheme, put all gold-producing countries 
on notice that it reserves the right to 
forbid subsidies that contribute to mone- 
tary instability in other countries— 
whether the subsidy is granted through 
a price increase or otherwise. 

Sterilization of gold purchases by the 
Treasury is another avenue open to the 
United States. If this were done, the 
Treasury would print no more gold cer- 
tificates. When $100 million of gold is 
bought from Britain, the Treasury’s check 
to Britain would be covered out of its 
cash deposits—the result of a budget 
surplus of $4 billion. 

No new certificates would be deposited 
in the Federal Reserve Bank, no addi- 
tional reserves would be created, and no 
expansion of bank credit would take 
place. The transaction would add only 
$100 million to purchasing power, in- 
stead of a possible $700 million. 

Retirement of the public debt would be 
slowed down, however, if gold were ster- 
ilized. The budget surplus now is being 
used to pay off Government bonds held 
by Federal Reserve Banks. If the surplus 
were used to buy gold, retirement of an 
equivalent amount of bonds would be 
prevented. 
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Government bonds in the hands of 

Federal Reserve Banks are just as infla- 
tionary as gold certificates. They count 
as bank reserves and can serve as the 
basis for a sixfold expansion of credit. 
Moreover, retirement of Government 
bonds reduces the Treasury’s interest 
payments. As a result, the United States 
Treasury plans to continue using its cash 
surplus to pay off Government bonds, 
rather than to finance sterilization of new 
gold. 
@ Prospects are that no special steps will 
be taken to deal with the gold influx 
apart from anti-inflationary measures, of 
a more general character, already in use 
or awaiting congressional action. 

Sale of savings bonds to private in- 
vestors is being pressed by the Treasury, 
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and Congress is being asked to authorize 
a more vigorous campaign. Proceeds of 
such sales will be used to retire Govern- 
ment bonds held by Reserve Banks. 
Boosting of the reserve requirements of 
commercial banks to more than double 
the present level has been recommended 
by Eccles. This would limit expansion 
of bank credit to $2.50 for each added 
dollar of reserves, instead of the present 
$6 limit. Bankers’ opposition to this plan, 
however, makes its adoption unlikely. 
Loans abroad and other financial aid 
to Europe under the Marshall Plan may 
reduce the flow of gold to the United 
States. More than three quarters of the 
gold now entering the United States 
comes from the fast-diminishing reserves 
of other countries. The rest is newly 
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mined. Most countries would preter to 
keep their gold, if they could finance 
their purchases in the United States in 
some other way. 

A final solution to the problem awaits 
recovery of Europe and the world. As 
industrial production is restored abroad, 
nations will be able to finance their im- 
ports by shipments of goods rather than 
of gold from their reserves. Tariff reduc- 
tions recently negotiated by the United 
States should permit these countries to 
sell more in the American market. 

Meanwhile, the United States faces 
in the next 12 months the prospect of an 
influx of $2 to $3 billion in gold, which 
may set loose between $14 and $21 bil- 
lion of purchasing power that will help 
increase prices. 


GOLD RUSH TO AMERICA 
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Home base for three fifths of the world’s gold: The United States Depository at Fort Knox 
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BRITISH BALLOTS: SHIFT TO TI 


Party Totals in 1947 By-elections Compared to V: 
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Britain's Labor Party continued to lose voting strength 
in 1947. But at the year’s end, two and one-half years after 
the General Election of 1945, Labor’s majority of 393 out 
of 640 seats in the House of Commons remains un- 
changed. 

Both sides in British politics are finding comfort in elec- 
tion returns. Labor Party leaders point out that their 
record of holding on to their full parliamentary majority 
is unprecedented. Conservative leaders note the steady 
gains in their popular vote, made at the expense of Labor. 

Simplest index of Britain’s voting trends is the record 
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of by-elections to Parliament..Such contests correspond 
to special elections to the U. S. Congress and serve to fill 
legislative seats vacated by death or other cause. 

In 1945, after the General Election, Labor and Con- 
servative candidates opposed ,each other in seven by- 
elections. Laborites won five, Conservatives two. Each of 
the seven constituencies chose the same party it had 
picked in the General Election. But the Labor tide was 
still at flood. Labor’s aggregate plurality in the seven by- 
elections was 6,000 higher than in the General Election, 
an average of about 860 votes per district. ‘ 
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THE CONSERVATIVE COLUMN 


Vote in Same Districts in General Election of 1945 


:quals 12,000 Votes 


1945 VOTE 
148,143 


1947 VOTE 
127,601 
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The tide turned in 1946. In 14 contests between the two What it all means is that the Labor Party, although it 
parties, Laborites won 11, Conservatives 3. Neither party has lost some support since 1945, still is strong. Neverthe- 
gained or lost a seat previously held. But Labor's plu- less, if the same percentage of change shown in each 
ralities were reduced by an aggregate of 63,000, an aver- years by-elections were applied to the entire British 
age of 4,500 votes per district. electorate, Labor’s plurality of two million votes in the 

Results of the eight by-elections held in 1947 are shown 1945 General Election would be turned into a Conserva- 
in the Worldgraph. Again, Labor hung on to the six seats tive plurality of half a million in 1946, and of nearly a 
it had held before, and Conservatives repeated their million in 1947. 
previous victories in the other two. But in these districts Against such speculation, however, stands this hard 
the Labor candidates polled fewer votes than in 1945, fact: The Labor Party is still winning elections to 
and the Conservatives more. Parliament. 
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Report on Aid to Children 





Millions of children in the 
world are in desperate need 
of food and medical care. 
The United Nations, through 
its International Children’s 
Emergency Fund, has begun 
a program of assistance for 
the war's younger victims, 
but the aid will not be suffi- 
cient to hold off malnutrition 
and death this winter. In the 
following World Report sur- 
veys the problem and the 
chances for its solution. 
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ORE THAN 80 million of the world’s 
M children are ill-fed, ill-clothed and 
in need of medical care as a result of 
the war. 

Aid now is in sight for only 3,800,- 
000—less than 5 per cent of those who 
need it. Even for the chosen few, the 
assistance will not be sufficient to pre- 
vent hunger. 

What help is provided will have to 
be spread thin because of a shortage of 
funds. Trying to concentrate initially on 
the most urgent cases, the United Na- 
tions’ International Children’s Emer- 
gency Fund originally set up a 12- 
month budget of $450 million to care 
for 20 million youngsters. 

But the total collected or pledged up 
to December 15 was only $39 million. 
Countries receiving aid will match that 
amount with food and services. Mini- 
mum cost of relief is $20 a year for 
each child. This is the situation: 

In Europe alone, at least 30 million 
children are suffering acutely from lack 
of food and medicines. The death rate 
among them this winter will be abnor- 
mally high despite all that can be done 
to prevent it. 

In Albania, for example, a quarter of 
a million children need help. But meals 
from the Children’s Fund can be pro- 
vided for only 25,000—10 per cent. 


In Greece, aside from Government 
and private relief, emergency aid is 
required for an estimated one and one- 
half million youngsters. Less than 500,- 
000 can be cared for by the U.N. 

Four hundred thousand Romanian 
children are getting a meal a day 
from the Children’s Fund, but the total 
needing immediate help is at least 
three and one-half million. 

In Bulgaria, 110,000 youngsters—not 
more than 10 per cent of the most 
urgent cases—are receiving assistance. 

Even under the best circumstances, 
things are not too good: 

In France, three million children 
are undernourished. But milk now is 
being sent in for only 270,000. France 
originally asked for whole milk for 
70,000 infants. When the number need- 
ing help went up, the Children’s Fund 
was forced to change to skim milk. 

In Czechoslov akia out of 1,750,000 
children that might qualify, 125,000 
have been chosen for the feeding pro- 
gram. If they get as many calories at 
home as they do from the Children’s 
Fund, they are lucky. 


Need in Far East 


Outside Europe, the situation is worst 
in the Far East where more than 50 
million children are classed as emer- 
gency cases. Hardest hit by the war are 
China and the Philippines. 

The United Nations’ Fund is ready 
to start with assistance for the first 
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THIN AND PALE AND STUNTED 
The death rate will be high 


RELIEF FOR WAR’S YOUNGER VICTIMS 


700,000 in China, but must wait for the 
Chinese Government’s approval before 
beginning distribution of supplies. 
There are only two children’s hos- 
pitals in all China, and medicines are 


scarce. Aside from medicine, the great- § | 


est need is for milk. One pound of pow- 
dered milk costs 60,000 Chinese dollars. 
The world’s inability to feed millions 
of its children now is to show up later in 
population figures. There will be fewer 
productive adults than normally would 
be expected. Persons whose growth has 
been retarded may not be able to work 
as hard as others. 
Already the effects of undernourish- 
ment can be seen in many countries. 
A recent survey in the region around 
Athens, Greece, shows that school-age 
boys average three inches shorter than 
boys of the same age four years ago. 
Similar conditions were reported by 
Dr. Martha Eliot of the U.S. Children’s 
Bureau, who visited a number of Euro- 
pean countries on a fact-finding mission 
for the United Nations’ Fund. 
“Wherever we went,” Dr. Eliot re- 
ported, “we were impressed with the 
great numbers of children who were un- 
dernourished, thin and pale, and often 
stunted in growth. Children, who from 
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their stature would have been judged | 
to be 6 or 7 years old, were known to 


be 8, 9 or even 10 or 11 years old.” 


To try to prevent starvation and to | 


give some children a chance for normal | 
growth, the United Nations has nated | 
a program of supplemental feedings. 

Keystone of the assistance provided 
by the Children’s Fund is one hot meal 
a day for each child. For that meal, 
which contains about 600 calories, the 
Fund provides milk, fats and oils (in- 
cluding cod-liver oil), and small portions 
of meat or fish. Cereals and vegetables 
are furnished by the government re- 
sponsible for the children. 

A typical meal might be one of meat 


and vegetable stew, bread and milk. In | 


Italy, children are given bread, milk and 
spaghetti cooked with dried fish. 
Schools, orphanages and hospitals are 
the principal centers where meals are 
furnished. Selection of children to be 
fed is based on medical needs. This is 
determined in consultations between 
representatives of the Children’s Fund 
and health officials of the loca] govern- 
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THEY WAIT THEIR TURN: Less than 5 per cent of the world’s hungry 


ments, The policy is for the sickest chil- 
dren to get help first, even though it is 
probable the lives of some of them can- 
not be saved. 

Aside from the scarcity of food for 
children, all the countries getting help 
from the Fund are faced with problems 
of child health and care of war orphans. 

In most parts of Europe, there aren't 
enough doctors to go around. Many 
were killed in the war. In Albania, for 
example, there are fewer than 200 doc- 
tors for a population of one million. 

Death rate from tuberculosis among 
European children is about twice what 
it was before the war. And the rate has 
been rising in rural areas as well as in 
the crowded cities. The Children’s Fund 
is making emergency shipments of anti- 
tuberculosis vaccine in an effort to pre- 
vent spread of the disease. 

Other ailments that have been pla- 
guing health officers are rickets, scurvy, 
pellagra and several varieties of skin 
diseases, all traceable to malnutrition. 


Thousands Crippled 


Thousands of children were crippled 
in bombing raids during the war or by 
the explosion of mines left in roads and 
fields. Nowhere are there enough 
crutches or artificial limbs. 

Lack of trained personnel hampers 
the supervision of war orphans, Italy, 
Poland and Yugoslavia have about 500,- 
000 children each who lost one or both 
parents in the war. But for the time 
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being, the Fund can do little for or- 
phans, except to provide some meals. 

The Fund is far behind in its task of 
raising money to pay for the program. 
It has received contributions from only 
a few of the governments belonging to 
the United Nations. A public appeal is 
planned for February, but meanwhile 
operations are seriously restricted. 

A special envoy has been sent to Ar- 
gentina to request $10 million. Brazil 
also is asked to make a substantial con- 
tribution. Cuba is expected to supply 
$2 million worth of sugar. 

Of the Latin-American nations, only 
Uruguay, Peru and the Dominican Re- 
public have taken action to support the 
Children’s Fund. 

The United States has appropriated 
$40 million for the Fund, but has paid 
in only $15 million. Payment of the rest 
is contingent on receipt of contribu- 
tions from other governments that will 
keep the U.S. share from exceeding 57 
per cent of the total. 

Other large contributors are Can- 
ada, with $5 million, and Australia, with 
$3,224,000. France, despite its own fi- 
nancial troubles, has promised 6 per 
cent of the U.S. contribution and to 
date has paid in $900,000. Newfound- 
land has supplied cod-liver oil worth 
$100,000, which on a per capita basis 
is bigger than the American pledge. 

The Fund will start a world-wide 
solicitation February 29 under the 
name of the “United Nations Appeal 
for Children.” Committees in 35 coun- 


~—American Red Cross 
children will get help this winter 


tries will ask gifts of a day’s pay, labor 
or produce, The extra day in the leap 
vear was chosen as a symbolic. date for 
the campaign, but because it falls on a 
Sunday an extended appeal is planned. 

The Children’s Fund is one agency of 
the U.N. that so far has escaped the 
political friction between East and 
West. Tension between the United 
States and Russia is not reflected in any 
of its activities. Among the countries 
already receiving aid are five that have 
been denied admission into the United 
Nations because of inability of the ma- 
jor powers to get together. 


The Immediate Prospect 


Switzerland, also a nonmember of the 
U.N., is represented on the 26-nation 
board of the Fund because of the im- 
portant contributions that country is 
making to child relief and rehabilitation. 

Chairman of the Fund is a Pole, Dr. 
Ludwig Rajchman, former director of 
the health organization of the League 
of Nations. The executive director is an 
American, Maurice Pate, who was as- 
sociated with Herbert Hoover in child- 
feeding operations after World War I. 

But no matter how unanimous the 
nations of the world may be about the 
importance of aiding children now, the 
Fund will be severely restricted until 
more money is provided. In the mean- 
time, thousands of children will perish 
of starvation and the diseases associated 
with malnutrition. 
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RISE IN DIAMOND PRICES: 


GEMS AS INFLATION HEDGE 


Reported from WASHINGTON and NEW YORK 


Diamonds are becoming 
more expensive, with prices 
nearing the highest level of 
all time. 

Customers in the United 
States, Europe and Asia are 
buying the gems as a hedge 
against inflation. | 

The new demand is wip- 
ing out the slump of a year 
ago. The upturn in prices 
shows that the diamond car- 
tel is back in control of the 
market, as in prewar years. 


o oO 9 


@ Diamond buying, both in America 
and abroad, has been heavy since mid- 
summer. Prices for gems are only 
about 15 per cent below the peak 
reached in 1946. Prices of industrial 
diamonds are up, too. 

The United States takes about 80 per 
cent of the world’s diamonds. Basically, 
recent buying of gems reflects an increase 
in purchasing power, ful: employment 
and many marriages. But there’s another 
reason for the buying lately. Uncertainty 
over prices and business conditions has 
prompted many buyers to seek invest- 
ments secure against inflation. Dollars 
lose their value as prices rise, but dia- 
monds don't. 

Industrial diamonds are in heavy de- 
mand in America. They waste away 
rapidly as they grind alloy steels, drill oil 
wells, cut glass. Supplies must be replen- 
ished continuously. 

In addition, a strategic stockpile of in- 
dustrial diamonds is being built up by the 
U.S. This helped to make them scarce. 
The diamond cartel is feeding out indus- 
trial diamonds slowly. Before the war, the 
cartel accumulated a huge stock. Needs 
during and after the war wiped this out, 
but the cartel doesn’t want to run the 
risk of overproducing again. 
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Europe, too, has a growing interest in 
diamonds. In an era when currencies are 
weak, the steadier value of the gems 
makes them more attractive. Diamonds 
can always be converted into dollars, 
even when local currencies cannot. The 
stones are easier to handle than gold, 
more easily hidden, more easily smuggled. 

Asia for centuries has had a habit of 

hoarding its wealth in jewels, goid and 
silver. The Chinese, faced with a soaring 
inflation, have been buying diamonds 
lately. Indians came into the market 
heavily last summer. They wanted to get 
their diamonds into the country before 
India’s restrictions on imports went into 
effect on September 30. 
@ Selling diamonds is largely the job of 
the De Beers group, the diamond cartel. 
This British syndicate directly controls 
about 40 per cent of the world’s produc- 
tion of gem diamonds and a third of the 
industrial diamonds. But, through a maze 
of corporate controls and purchasing 
arrangements, it markets about 95 per 
cent of all diamonds sold in the world. 

South African output, controlled 
largely by De Beers, is mainly in gem 
diamonds. Industrial diamonds, the leav- 
ings after gem stones are picked out, are 
really a by-product. On the other hand, 
production in the Belgian Congo, Angola, 
and West Africa yields industrials, for the 
most part. De Beers has exclusive pur- 
chasing and marketing contracts with 
companies operating these African 
sources. 

Major threat to the De Beers interests 
was overcome last summer. In 1940, a 
Canadian geologist, Dr. John T. Wil- 
liamson, made an important diamond 
discovery in Tanganyika. The William- 
son mine was soon producing an increas- 
ing quantity of fine gem stones as well as 
excellent industrials. Dr. Williamson 
marketed his output himself and not 
through the syndicate. The De Beers 
group made a number of attempts to buy 
him out. Last July, after intervention of 
the British Colonial Office, Dr. William- 
son agreed to sell through De Beers. 

Big problem of the diamond syndi- 
cate is to watch supply and demand for 
the two types of diamonds. Industrial dia- 
monds are needed more than gem stones. 

About three carats of industrials are 
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PRICES ARE GOING UP 
Romance isn‘t the only reason 


produced for every carat of gem dia- 
monds. Still there aren’t enough because 
diamonds are being used more extensively 
in industry all the time, particularly in the 
United States. 

But the big profits are in the gems. If 
sufficient industrials were turned out, 
there would be too many gem stones. This 
problem is met by selective cutbacks in 
the output of cartel members and by 
withholding of diamonds from the market 
when prices weaken. 

Marketing of rough diamonds is spo- 
radic. The syndicate permits supplies to 
reach the market only when it is figured 
that buyers will take what is offered at 
set- prices, or above. The diamonds are 
offered in small lots of assorted sizes and 
qualities. To get good stones, a buyer also 
has to take poorer ones. 

The cartel this year has been offering 
relatively few diamonds. Sales in 1947 
may be around $7% million, compared 
with $120 million in 1946, when Ameri- 
can demand was unusually strong until 
close to the end of the year. 

Now that demand and prices are pick- 
ing up, more diamonds probably will be 
offered to buyers. It is doubtful, however, 
whether production can keep ahead of 
sales at the present rate. The De Beers 
group is not in a position to increase out- 
put of its mines rapidly. Price prospects 
are weighed carefully before new supplies 
are put on the market. 

@ Breaking the hold of the diamond 
cartel might result from the Marshall 
Plan. If the U.S. State Department has 
its way, America will ask Britain, Bel- 
gium, France and Portugal to have their 
colonies make available certain quantities 
of diamonds for America’s strategic stock- 
pile. If these countries agree, marketing 
contracts with De Beers would have to 
be broken. The U.S. Government then 
would buy directly from the producers 


‘rather than through the syndicate. 


Whether this will be possible is not yet 
clear. But it is clear from recent trends 
that the Christmas trade in diamonds will 
be brisk and that prices will be near all- 
time highs, 
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Reported from LONDON and PARIS 


RANCE now is in a position to take a 
F much more active part in the leader- 
ship of Western Europe. Russia is no 
longer able to neutralize French policy 
through the threat of strikes by French 
Communists. For this reason, JOHN FOS- 
TER DULLES, adviser to Secretary of 
State George C. Marshall, hopes to win 
France’s full backing for the European 
policy of the United States. 

Dulles is an international lawyer who 
represents the Republican side of Amer- 
ica’s bipartisan policy in world affairs. 
In his negotiations with the French, 
Dulles is a diplomat, committed to the 
policy of thé American Government. His 
work is facilitated because the French 
know that his ideas on Europe are simi- 
lar to their own. 

@ Dulles’ views on European unity were 
given in his testimony to a congressional 
committee before he went to the London 
Conference of Foreign Ministers. 

Like Gen. Lucius D. Clay, American 
Military Governor in Germany, Dulles 
is eager to develop the economy of West- 
ern Germany so that it can contribute to 
the recovery of the rest of Europe with- 
out heavy cost to the American taxpay- 
er. Dulles, however, differs with Clay on 
methods. Dulles’ view is closer to that 
of the French. 

For this reason, when French Commu- 
nists were trying to wreck the country 
with strikes, Secretary Marshall approved 
Dulles’ visit to France from the Council 
of Foreign Ministers at London. Dulles’ 


mission was to encourage French anti- 
Communists and to get their views of 
U.S. policy in Europe. 

Dulles saw the French President and 
the French Premier, both moderates. He 
also talked to Gen. Charxles de Gaulle, 
the anti-Communist who may take over 
in France if the moderates fail. Then he 
returned to London to report that the 
French were ready to work more: closely 
with the U. S. in European affairs. 

The breakdown of the London Con- 
ference of Foreign Ministers is forcing 
Secretary Marshall to go ahead with 
plans for the reconstruction of Western 
Europe without Russia. France is in a 
better position to co-operate with Amer- 
ica’s plans. But the extent of French co- 
operation may be determined by the ex- 
tent to which Dulles’ views become U. S. 
policy. 

The Ruhr, Dulles says, should be 
placed under international control as the 
powerhouse of European recovery. He 
would have the United States and Great 
Britain, with or without Russia, guaran- 
tee, that the Ruhr would not be used for 
German rearmament. Then he would de- 
velop the coal and industrial resources 
of the Ruhr as swiftly as possible for the 
good of the whole of Western Europe, in- 
cluding Germany. | 

Clay, on the other hand, wants to de- 
velop the Ruhr through German manage- 
ment under Allied control. Clay believes 
that any other arrangement would turn 
the German people toward communism 





THE FRONT RANK OF FRIENDSHIP 
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U. S. Ambassador Caffery, French Finance Minister Mayer with John Foster Dulles 


and acceptance of Russia's propaganda 
that the Western powers are only using 
Germany to help their own economies. 

Ideas of the French on Germany are 
dominated by their determination to 
make Germany so weak that it can never 
fight again. The French would like to 
keep German industry at a low level. 
They would separate the Ruhr and the 
Rhineland from Germany and use Ruhr 
coal to develop the iron and steel indus- 
tries of France, Belgium and Luxem- 
bourg. They have little hope of selling 
these ideas to America and Britain. As a 
compromise, they favor Dulles’ plans. 

A German federation of states, Dulles 
believes, should be developed around a 
weak central government. Authority 
should be left with the separate states. 
Each of these should develop its re- 
sources and conduct its trade with a view 
to the needs of the whole of Europe. 

European unity rather than German 
unity, Dulles insists, should be the basic 
aim of American policy. The key to this 
unity, he believes, lies in French and 
Italian co-operation with Germany. 
Dulles’ trip to France, condemned by 


French Communists as an example of 


how America treats France “as a colony,” 
was used by Italian Communists against 
co-operation with the U.S. But Dulles 
expects that, if France draws more 
closely to the United States, Italy will 
not be far behind. 

@ What France offers to the U.S. now 
is all-out co-operation with the Marshall 
Plan for European reconstruction. Dulles 
went with Marshall to dine with Foreign 
Minister Georges Bidault as the Con- 
ference ended. Marshall regarded that 
dinner as more important than the final 
session of the Big Four ministers. 

Bidault already had said that France 

could no longer try to reconcile the views 
of America and Russia. To Marshall, the 
Frenchman explained the method by 
which France now is willing to integrate 
its zone of Germany with the U.S. and 
British zones. In addition, France may 
be expected to take the lead in an alli- 
ance with Italy that will greatly facili- 
tate the operation of the Marshall Plan. 
This idea fits into Dulles’ plans. 
@ Dulles in action has been familiar to 
diplomats in Washington and Europe for 
11 years. During that time, he has been 
advising Governor Dewey of New York 
on international affairs. Recently Dulles 
has been an American delegate to the 
United Nations. 

Versatility is hidden behind Dulles’ 
usual expression of dour formality. He 
has made a fortune in the law. He is an 
expert on reparations. He is a leader of 
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the Federal Council of Churches of 
Christ in America. He is an experienced 
camper and fisherman. 
@ What France needs, Dulles believes, 
is co-operation from the United States. 
Given this co-operation, Dulles is con- 
vinced that the French will become the 
keystone of the American program for 
the reconstruction of Europe. To this 
end, Dulles is devoting his energies. 
Dollar aid may pull French economy 
through a hard winter. But Dulles al- 
ready has warned Republican congress- 
men that this aid may be self-defeating 
if too many strings are attached. 
French moderates, striving to meet a 
1948 deficit in the budget equivalent to 
$3,300,000,000, now are faced with the 


necessity of carrying out a deflationary 
program. Communist opposition, _ still 
strong among workers in key industries 
such as coal, is charging that the moder- 
ate Government's policy is dictated from 
Washington. 

Diplomatic aid, in Dulles’ view, is as 
essential to the French Government as 
dollar aid. He believes that the U. S. Gov- 
ernment should do everything possible to 
move coal from the Ruhr to France. 

France’s future policy in Europe is cer- 
tain to be closer to that of the United 
States. But Dulles hopes to get the maxi- 
mum in co-operation from the French by 
proving that the American aim is a 
healthy European economy in which 
France would share. 


Soviets’ Propaganda War 


Reported from MOSCOW and WASHINGTON 


N THE propaganda war between the 
I United States and Russia, America 
speaks with many voices, Russia with 
only one. There is a single Russian view- 
point—the official one. And one man is 
responsible for interpreting it at home 
and abroad. He is MIKHAIL A. SUS- 
LOV, chief of the Propaganda and Agita- 
tion Administration of the Communist 
Party. 

A Communist stalwart and once a 
Partisan fighter, Suslov publishes no 
newspapers, edits no magazines, man- 
ages no radio stations. But in the Soviet 
Union those who do, look to him for 
policy guidance. 

Suslov’s appointment last month co- 
incided with a sharpening of Soviet at- 
tacks on American policy in Europe. 
Outside of Russia, his task now is to 
discredit American policy as “imperialist” 
and to win friends for the Soviet Union. 
At home, his job is to demolish Western 
ways of thinking and to build enthusiasm 
for reconstruction of Russia’s industrial 
might. 

@ Propaganda weapons at Suslov’s dis- 
posal in Russia include more than 8,000 
newspapers and 100 radio stations. His 
policy directives guide book publishers, 
playwrights, movie producers and hun- 
dreds of thousands of “agitators —lectur- 
ers who carry the party’s message to the 
Russian people by word of mouth. 

In most other countries, the total vol- 
ume of publicity directly distributed by 
the Soviet Government is small. But 
Suslov’s directives, as reflected by the 
Soviet press and radio, are followed close- 
ly by native Communists. 

@ A college lecturer, Suslov was gradu- 
ated from the Moscow Academy of So- 
cial Sciences and taught there for some 
years. Now 45, he is tall and scholarly 
in appearance. He has been prominent in 
Communist Party activities for about a 


decade. 
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MANY SOVIET PAPERS 
And Mikhail Suslov guides them all 


In 1937, Suslov became party secre- 
tary in the Stavropol area, north of the 
Caucasus. He held this post until 1944 
and served with a Partisan unit during 
the German occupation. He has been a 
member of the Central Committee of the 
Communist Party since 1939. 

In 1944, Suslov was sent to Lithuania 
to organize the Communist Party after 
the German withdrawal. Two years later, 
he returned to Moscow to serve as a 
member of the powerful Orgburo, which 
controls party patronage. He also repre- 
sents Lithuania in the Supreme Soviet, 
Russia's parliament, and was a member 
of the parliamentary delegation that vis- 
ited Britain last spring. 

@ Factional politics may be an element 
in Suslov’s rise. The propaganda chief 
is regarded as a follower of Andrei 
Zhdanov, a member of the Politburo and, 


after Stalin, the most powerful of the 
half-dozen secretaries of the Communist 
Party. 

It was Zhdanov who opened a cam- 
paign a year ago against Western tend- 
encies in Soviet literature. He was re- 
sponsible for the removal of Suslov’s 
predecessor, Prof. Georgi F. Alexandrov, 
a noted philosopher. Alexandrov was 
ousted _last autumn because of “bour- 
geois” tendencies in a book that a year 
before had won the Stalin Prize. 

Observers believe that doctrinal dif- 
ferences with Zhdanov were not the 
only reason for Alexandrov’s dismissal. 
Alexandrov is said to be a follower of 
Zhdanov’s chief rival, Georgi Malenkov, 
another member of the Politburo. In ad- 
dition, Alexandrov was identified with 
the wartime policy of friendship with 
the West. 

Suslov, who has been made a secretary 
of the Central Committee of the party, 
is expected to carry out Russia's propa- 
ganda campaign against the West with 
more vigor. His press department guides 
all newspapers. Other agencies of infor- 
mation that come under his- policy con- 
trol include: 

The Committee on Broadcasting, which 
directs all radio stations; the Committee 
on Arts, which guides the theater, opera 
and ballet; the Cinema Committee, which 
controls all movie production; and Glav- 
lit, which censors books and periodicals. 
Three other organizations also follow 
Suslov’s directives. 

Tass, the official news agency, pro- 
vides all nonlocal news to Soviet papers. 
It’s service is sold abroad as well. The 
Sovinformburo distributes abroad infor- 
mation other than spot news, usually 
through diplomatic missions. Voks, the 
All-Union Council for Cultural Relations 
with Foreign Countries, handles exchange 
of students, books, periodicals, music and 
exhibitions. 

The major energies of Suslov’s organi- 
zation are directed at the guidance of 
public opinion at home, which is guarded 
against influences from other countries. 
Abroad, where technical as well as ideo- 
logical competition is stiffer, Soviet prop- 
aganda has a more difficult time. 

American films are preferred to Rus- 
sian movies even in Eastern Europe. 
Western news agencies obtain more space 
than Tass in most European papers, in- 
cluding Communist organs. Soviet pub- 
lications reach small audiences. The 
Russians seem to be making little effort 
to build up either the quantity or the 
quality of this type of direct propaganda. 

In the propaganda struggle now under 
way, the Russians put major reliance on 
the attraction of the Communist idea. 
They depend on local Communists to put 
over the Soviet message. While its de- 
livery is left largely to others, the message 
itself, and most of the political and ideo- 
logical strategy behind it, may come from 
the brain of Mikhail Suslov. 











ie ee ~ 





BEES @ 
3B 
se 


“er 
Me, 
~ ™ 
to 


me 
oe. 
? ye 
2 - 
i ’ 


a 
4 
‘ 
ae 
- 


. ee 





ey in : 
EER a ale ~ . 
% ae Pee a 
yee 
Sa fa 5 
A er = 2 
, ON 
og iret a 
; > | ME Oe 2 Ba 
; iy 2 
‘ ee rates 
Poon Rod 
Ps 


. . 
Pepe. 
SO 








For World Report 
Issue of December 23, 1947 
Volume 3, No. 26 


Gains in European coal production may cut U.S. exports..... 

American coal moved to Europe this year in record quantities--about 37 mil- 
lion tons. Even more, maybe 41 million tons, was supposed to be shipped in 
1948. But it begins to look as though coal exports might drop, not rise. 

Here's why: 

British output now is at levels allowing exports of around 15 million tons, 
against only about one million this year. Lately the British have thought that 
the most they could export in 1948 would be six million. That looks conserva- 
tive, if miners continue their 5%-day week and enough coal cars can be found. 

Western Germany's production of hard coal is hitting higher and higher 
levels. It looks now as if there will be much more coal that could be exported 
in 1948 than in 1947. Trouble is, coal cars and pit props are scarce. Also, 
higher levels of industry in Western Germany, now clearly ahead, will absorb more 
coal at home. Still, occupation authorities will see to it that coal exports climb. 

Polish coal output also is on the uptrend. If production holds, exports to 
the West could be almost doubled next year. But that, again, depends on Russia. 
Russia now takes half the coal sent out of Poland. 

Holland, turning out almost as much coal as prewar, will cut imports from 
the U.S. and turn to Britain increasingly for coal next year. 

Belgium also will cut U.S. imports next year in favor of British. So will 
Denmark and Eire. France and Italy would like to do the same. Home production. 
in both countries may be affected by Communist disturbances. 

Trend toward self-sufficiency for Europe in coal is to make itself felt 
next year, if anything like the 1947 gains in production can be maintained. 

Possible slowdown in U.S. coal exports would not affect the average Ameri- 
can much, About 6 per cent of total production is going abroad now. Most of 
that is low quality. But profits on exports have been high for coal operators. 
































Russia must fight the inflation bug just like everybody else..... 

Belgium, Norway, Hungary, Holland, Italy have used various methods in the 
last three years trying to balance supplies of money and of goods. Russia's 
method wipes out most of the cash in circulation, cuts large savings sharply, 
reduces drastically the value of Government bonds in the hands of the people. 
The little fellow is harmed least. Speculators and hoarders get a body blow. 

Idea is orthodox: Reduce purchasing power and pressure on prices. Basic 
meaning is that Russian production hasn't been able to keep up with the demands 
of the Russian people. There's no change in that situation. Otherwise, it would 
not have been necessary to soak up rubles when rationing of goods was lifted. 
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WORLD COMMERCE AND INDUSTRY=-=- (Continued) 


Success of the ruble reform really depends on this: Can the worker buy as 
much with the new ruble as with the old? For the time being at least, he is to 
be paid as many rubles as before. Some needs, such as bread, will be lower in 
price; some, like milk and tea, will be higher. Net effect is not clear yet. 

But this much is clear: Ending of rationing means little if the average 
Russian now can buy less than before with his earnings. If that happens, the 
new move will not be popular. Popularity depends on more goods and lower prices. 

U.S. trade with Russia is not affected by the new ruble. 

Americans are paid for their exports in dollars, not rubles. 











Russian deal with Britain on grain brightens the world food picture. 

Britain is to get big quantities of feed grains from Russia early next year. 
Also, in the spring, the British hope to get some Russian wheat. But that 
depends. Soviet home consumption will increase now that bread rationing is ended. 

What's more, political factors are important. Last month, France was to 
buy Russian wheat. Now the Kremlin sees it differently. 

Gap between world demand and supply runs about 10 million tons. It's esti- 
mated that Russia could, if she would, fill nearly half the gap with her big 
Surplus, running more than four million tons. 

Meanwhile, Argentina is feeding out her wheat surplus slowly--and at a big 
price. Brazilians and Swiss are the latest buyers. 

Australia has a big crop of wheat. And soil conditions in the U.S. winter 
wheat belt are better. U.S. Government has covered overseas commitments for 
wheat through March. Government buying will be resumed in January but on a 
small scale. American wheat prices are reflecting the somewhat easier situation. 

















Sweden needs help temporarily-.ecece. 

Exports from Sweden plummet in freezing weather when transportation is 
disrupted. Imports continue to pour in. There's this Squeeze every year. 

But this winter, Sweden's holdings of gold and foreign exchange are at low 
levels. A heavy winter drain wouid be serious. 

Imports have been cut sharply this year but many import licenses still are 
outstanding. Sweden thus faces the prospect of cutting imports--especially from 
America=--much more deeply unless she can get outside help. 

Negotiations are going on in Washington, looking toward a Government loan 
to Sweden. But its credit standing is so good that a private loan can't be 
ruled out. A bank loan is more likely than a bond flotation in this market. 











As things look now, the next World Bank loan will be in Latin America. 

Brazil looks like the leading candidate. 

Bank engineers are looking over plans for a hydroelectric project. A 
World Bank loan based on this development probably would be guaranteed by the 
Brazilian Government. Negotiations are under way but may take some time. 

Chile won't get a World Bank loan any time soon. 

Mexico won't either. The Bank's officials were soured when Mexico carted 
in several old projects previously turned down by the U.S. Export-Import Bank, 

A Latin-American loan would be scothing right now. The Latin-American 
countries are upset by U.S. preoccupation with Europe. This explains in part 
the protests in Havana by a Latin-American bloc about their rights under the 
proposed charter for world trade. 
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Life Around the World 


American G. |.'s indulge in Japanese beer, 
but low output limits general consumption 


TOKYO 

MERICAN G.I.'S on occupation duty 

have taken to Japanese beer in a big 
way. Most patronize the beer halls in 
Tokyo operated especially for American 
soldiers by the Recreation and Amuse- 
ment Association, a Japanese organiza- 
tion dedicated to keeping the occupation 
troops happy. 

The RAA, which also runs a chain of 
G. I. dance halls with “selected” dancing 
partners, serves draft beer for a nominal 
charge. Many soldiers prefer the tangy 
Japanese beer to American brew, and the 
supply in the RAA beer parlors is seldom 
adequate to meet demand. 

Japanese beer drinkers are not as for- 
tunate as the Yankee “visitors.” Between 
one third and cne half of all beer pro- 
duced goes to the 100,000 or so occupa- 
tion troops. Japanese beer drinkers—num- 
bering in the millions—get the rest. Offi- 
cially each is limited to one bottle a 
month. The Japanese can get more if 
they are able to pay black market prices. 

A year or so ago, it was suggested to 
General of the Army Douglas MacArthur 
that Japan be prohibited from producing 
alcoholic beverages such as saki (a sweet 
wine made from rice) and beer. The Su- 
preme Commander was asked to enforce 
prohibition to conserve grains and there- 
by reduce the amount of food that Japan 
must import. 

General MacArthur ruled, however, 
that the Japanese should be allowed a 
limited amount of beer and saki. Conse- 
quently, the Government is allocating 
rice to the saki distillers and barley to the 
breweries. The allocation, however, is 
being reduced 30 per cent. That will 
mean another big cut in beer production, 
which already is about one third of what 
it was before the war. In 1947, a total 
of about 150,000 tons of grains and other 
foodstuffs was allocated to the alcoholic 
beverage industry. 

Before Pearl Harbor, there was plenty 
of beer for all. Production averaged 
around seven million gallons before the 
war. The Japanese had their choice of a 
half-dozen brands, all developed by Ger- 
man brewmasters who came to Japan 
nearly 50 years ago. Like many of the 
other “foreign advisers” imported by Ja- 
pan, the German brewmasters ran the 
breweries until a few years ago, 





During the last several years, German- 
trained Japanese have taken over the job 
of mixing the brews. They don’t go in for 
fancy mixing; they all brew the same kind 
of beer. There no longer are brand names 
or colorful labels. Labeling was banned 
during the war to conserve paper. Japan 
produced about two million gallons of 
beer this year. 





“Now we make only two kihds of beer 
—light and dark,” Sakuji Kawakatsu, man- 
ager of one of Japan’s biggest and oldest 
breweries told me. “And actually there's 
no choice at all, because the light and 
dark beer is the same—except for a little 
coloring we put in for the dark brew.” 

Kawakatsu, who has been in the beer 
business for more than 30 years, is man- 
ager of the Ebisu brewery of the Dai 
Nippon Company, one of the two con- 
cerns that own all of Japan’s 12 brew- 
eries. The other is the Kirin Brewery 
Company. 

Revealing a long-kept trade secret, 
Kawakatsu confessed that even before 
the war there wasn’t much difference in 
the beers. 

“Most of them were the same,” he ad- 
mits. “The only difference was in the 
favor of the water in the various parts of 
the country where the breweries are lo- 
cated.” 

But apparently most people were fooled 
by the labels advertising Asahi, Ebisu, 
Sapporo and Kirin beer. One of my Japa- 
nese friends—a long-time beer drinker— 
explained in considerable detail the dif- 
ferent flavors of these various brands. 

Brewery Manager Kawakatsu forlornly 
reeled off a few of his postwar headaches: 
“We get practically no coal and have to 
fight for every ton that is obtained. And 
ouf* barley allocation is constantly being 
reduced. We can't get any new bottles, 
because bottle production is prohibited. 
We're operating at less than one third 
of capacity and can hardly break even.” 

The beer shortage is felt more keenly 
in the cities than in the country, for Japa- 
nese farmers prefer saki to beer. Most 
farmers use some of their rice to make 
saki at home, but all get a regular ra- 
tion from the Government. In fact, saki 
is one of the most popular incentive 
goods offered farmers who meet their 
crop quotas. 

Jiro Tanaka, a factory worker who en- 
joys his beer, is in full sympathy with 
Kawakatsu. “Before the war,” he recalls 
thirstily, “we could drop into our neigh- 
borhood beer parlor and get a big bottle 
of beer for about 25 sen, and we could 
drink all we could afford. (One hundred 
sen equal one yen.) 

“Now we are rationed only one bottle 
every month. Hardly enough to wet our 
tongues. We have to pay 23 yen a bottle 
for that; if we want more we have to buy 
it in a black market beer parlor for 100 
yen. You can’t drink much beer at those 
prices when youre earning only two or 
three thousand yen a month and have to 
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spend three fourths of your pay for food 
for your family.” 

The Japanese Government appreciates 
the plight of Brewery Manager Kawa- 
katsu and Beer Drinker Tanaka. For the 
tax on beer and saki is one of the Govern- 
ment’s most lucrative sources of revenue. 
The Government gets at least 18 of the 
23 yen charged now for a bottle of beer. 

Before the latest cut was ordered in the 
allocation of grains to the beer and saki 
industries, the Government expected to 


collect almost 50 billion yen in taxes from 
the sale of alcoholic beverages. That 
would have accounted for almost one 
fourth of all Government revenue this 
year. As it is, the Government will collect 
only about half that amount. 

Biru drinkers in Japan will have to fall 
back on Japanese soda water. This is 
made with Tansan, a natural carbonated 
water, and artificial lemon, orange or 
other fruit flavoring. Or they can quench 
their thirst by drinking plain water. _J.F. 


Skirted Evezones of Greek palace guard 


maintain discipline despite hard times 


ATHENS 

HE “NEW LOOK’ hasn’t come to Greece 

= yet. The Evezones, the skirted “he- 

men” of the palace guard, go on wearing 

their foustanellas at the same length and 

in the same manner that they have for 
generations. 

While Greece is swept by sporadic 
fighting, particularly along the Northern 
frontier, the Evezones (more formally 
designated the Royal Guard Battalion), 
have no difficulty maintaining peace and 
order around King Paul’s palace. 

Evezone is the ancient Greek word for 
“good-waisted.” Physical qualifications 
for the Royal Guard are strict. Every one 
of the 180 men are specially selected 
because they are excellent physical speci- 
mens, each not only is “good-waisted” 
but stands exactly 5 feet, 10 inches tall. 

Officers keep an eye cn men taking 
basic training for the Army and make 
tentative selections for the Evezones. 
Selections are based on the candidates’ 
discipline, ambitions, ideals and political 
views. None are chosen for the Evezones 
until they have finished their basic train- 
ing and hung up a good record. 

The Evezones have a reputation for 
smartness. Once the new men are chosen, 
they are put through two months of in- 
tensive training. That includes learning 
how to don the picturesque dress that has 
greatly helped in making them one of the 
world’s distinctive military units. 

The full-length stockings with their 
harness; the skirt; the heavy, black jacket 
of hand-woven wool with white embroi- 
dery; the foustanella and the various and 
assorted tassels; the garters and belts—all 
have their prescribed position and angle. 
Woe to the Evezone who appears with 
even so much as a tassel askew. 

Putting on the uniform requires a spe- 
cial technique and can be done in 20 
minutes if the guard is fast. The trick 
apparently is in knowing what to put 
on first, and what follows in the proper 
order. 

New recruits jumping out of bed at 
reveille are a constant source of amuse- 
ment to the old soldiers. They either get 
themselves hopelessly tangled up or dress 
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in record time, only 
to find that they 
have omitted some 
vital piece that 
should have been 
put on first. 

The Evezone uni- 
form costs nearly 
$300, including 
$140 for the jacket 
and $60 for the skirt. 
All are made _ by 
Constantine Geor- 
goulous, an 85-year- 
old tailor who first 
went to work for 
King George I in 
1909. He and his 
son, Evangelos, are 
carrying on the work 
their ~ancestors 
started for Othon, 
first King of Greece, 
nearly 100 years ago. 

The elder Georgoulous is a distin- 
guished-looking gentleman who consid- 
ers the making of the Evezone uniform 
an art. He works at it from 5 a. m. until 
6 p. m. every day. He calculate; that, by 
rushing, he and his son can turn out a full 
uniform in 20 days. The work is painstak- 
ingly fine, with every little stitch done 
by hand. 

Every Evezone must take a bath at 
least once a week. Enforcing this regu- 
lation is not as easy as it might seem. 
Many sturdy youngsters from the isolated 
mountain regions of Greece frown on the 
suggestion. One man was caught bone 
dry while trying to fool everyone by 
letting the bath water run and making 
gasping sounds. 

Major Demetrius Cartsonas, the Eve- 
zones commander, now has a special 
secret service of his'own that keeps him 
informed on the bath situation. 

The husky guards eat simply but 
heartily. An average lunch consists of 
seven substantial meatballs per man, 
vegetables, coffee, cake three times a 
week, and wine on Sunday. I ate one of 
the meatballs and satisfied my appetite 
for the rest of the day. 





Greeks are wine drinkers. The Eve- 
zones would like a return to the good 
old days when they had wine with every 
meal. Battalion finances no longer can 
stand the expense. In fact, the lack of 
funds in these evil days in Greece is so 
severe that some of the Evezones’ uni- 
forms are beginning to look a little shabby 
and cannot be replaced. To save them as 
much as possible, all members of the 
guard now wear regular Army uniforms 
while off duty. 

Major Cartsonas is proud of his skirted 
guard, He claims that they are so well 
trained and armed that each could stand 
off 10 men if any trouble started around 
the palace. They are armed with rifles, 
tommy guns, machine guns and grenades. 
Each is a crack shot 
and sleeps with his 
arms and equipment 
beside him. 

Most of the men 
come from. the 
mountain regions, 
especially around 
Sparta. The dialects 
they speak are often 
so different from the 
Greek language that 
Athens knows that 
their officers some- 
times do not under- 
stand them. 

Evezones are not 
permitted to drink in 
public places. This 
rule is strictly en- 
forced. To be caught 
drunk is an offense 
punishable by dis- 
honorable discharge. 
The men say that is 
the worst punishment possible. They feel 
that, if such a thing ever happened to 
them, they could never show their faces 
in their home villages. 

From chats I’ve had with a number 
of them, it’s plain that the mountain 
lads are not impressed with what they 
see in Athens, a gay capital despite 
Greece’s woes. Several confessed that 
they were shocked by the amount of 
drinking, gambling and high living here. 
Nothing like that goes on back in their 
mountain villages. 

The big moment for most Evezones 
comes at 11 a. m. every Sunday. Then 
the streets of Athens echo to the swish 
of foustanellas, marching feet and martial 
music. The Royal Guard Battalion is on 
parade. The guards march through the 
city, backs straight and heads high, tas- 
sels flying and pompons bobbing. 

Winding up at the Monument of the 
Unknown Soldier, they solemnly salute 
while the band plays the National An- 
them prior to the changing of the guard. 
Athenians in any cafe within hearing 
distance stand up in salute—as much to 
the Evezones as to the National Anthem, 
one being the symbol of the other. j. m. 
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World Commodities 





HOW SHORTAGE OF JUTE 





HAMPERS WORLD TRADE 


Reported from KARACHI, CALCUTTA and NEW YORK 


Farmers, furniture makers 
and other industries all over 
the world are caught by a 
critical shortage of burlap. 

Prices are at the highest 
point in history. Substitutes 
are in demand. 

lt will take two years to 
end the scarcity of burlap 
bagging alone. 


o 0 9 


Political trouble in India is aggra- 

vating a shortage of jute that already 
has pushed the price of ordinary farm 
sacks to the highest point in history. 
India produces 95 per cent of the 
world’s jute, but can get only part of it 
to market. 
@ The scarcity of bag and baling ma- 
terials, as a result, has created a world- 
wide scramble for burlap. Some perish- 
able crops are being shipped in bulk be- 
cause shippers cannot risk waiting for 
containers. 

The United States, largest user of jute 
products, is getting less from India now 
than it did a year ago. Furthermore, 
demand is heavier and prices higher. 

A potato sack that in 1939 retailed for 
6 cents now costs 22% cents. In some sec- 
tions, sacks are unobtainable at any price. 
In North Dakota, an acute shortage 
hampered the harvesting of this year’s 
potato crop. 

In the Pacific Northwest, jute bags 
have almost disappeared. Grain is de- 
livered to elevators in bulk to get around 
the high prices of burlap sacks. 

The grain industry nevertheless con- 
tinues to use a large number of sacks. 
One reason is that overseas shipments 
must be accompanied by jute bags to 
facilitate unloading, handling and storage 
of cargoes at ports of delivery. 

Hawaiian producers are shipping some 
of their raw sugar to California refineries 
in bulk, rather than pay high prices for 
burlap bags. The sugar industry is pack- 


aging most of its refined products in 
paper containers., 

South Africa Irs the most critical short- 
age of bagging in its history. The main 
reason is an Indian embargo on jute ship- 
ments in retaliation for what it terms 
South Africa’s suppression of Indian 
minorities. 

When an Indian ship bound for Argen- 
tina broke down and put into a South 
African port, its cargo of three million 
jute bags was sold at premium prices. 

Cuba regards its shortage of burlap 
bags as the most pressing problem of the 
sugar industry. Cuban law forbids han- 
dling of sugar in bulk and burlap is the 
preferred container. 

Argentina, to combat a shortage of 
jute bags, is offering to increase its food 
shipments to India. An agreement has 
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How U.S. retail price of 
potato sacks has risen 
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been concluded whereby Argentina will 
get 60,000 tons of jute products by next 
June for selling India 412,000 tons of 
corn and barley. 

Brazil, although it produces some jute, 
still has such a scarcity that the Govern- 
ment recently put an embargo on exports 
of burlap bags. 

Australia, soon to harvest a bumper 
crop of wheat, needs an additional 40,000 
tons of burlap bags. 

@ Behind the shortage is the dislocation 

caused by the partition of India. Pakistan 
grows nearly 75 per cent of the jute, but 
most of its crop formerly was processed in 
Calcutta, now in the Dominion of India. 
Inventories of Calcutta’s jute mills last 
month were extremely low, even though 
the new crop of jute is around eight and 
one-half million bales, compared to five 
and one-half million last season. 

The Dominion of India has sufficient 
milling capacity to fill the world’s needs 
for jute products, but in recent months 
the output has been disappointing. One 
reason is the slow arrivals of raw jute, 
caused by the breakdown of rail and 
water communications between Pakistan 
and India. Another is a labor shortage 
brought about by the disappearance of 
seasonal workers who feared new out- 
breaks of the riots that have resulted in 
thousands of deaths in Calcutta. Buyers 
developed resistance to the high prices, 
caused partially by the Pakistan Gov- 
ernment’s tax of one and one-eighth cents 
a pound on all jute shipped to the 
Dominion of India. 

Pakistan plans to start shipping raw 
jute from its port of Chittagong so it can 
collect the foreign exchange. The ship- 
ments cannot be large, however, because 
the port’s facilities are limited and be- 
cause Pakistan lacks baling presses. 

The Government is seeking outside 

capital to help build jute mills in Paki- 
stan. American businessmen have been 
approached but do not appear interested 
so long as Pakistan insists on holding 51 
per cent control. 
@ A settlement of the jute troubles be- 
tween India and Pakistan is being nego- 
tiated. India is offering to take a smailer 
share of the foreign exchange if Pakistan 
will repeal its export tax. The Indian Gov- 
ernment also is considering suspension of 
its 48-hour week for the jute mills so 
that production can be stepped up. 

Nevertheless, while a slight easing of 
the jute situation is likely, the world’s 
over-all shortage is likely to continue for 
another two years. By then the pent-up 
demand should have been met, and India 
will have increased its own jute acreage 
to a point where it is less dependent on 
Pakistan's crop. 
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———~_ + —~ News Dispatches on Business 


MEXICO CITY | 
The Swedish-owned Ericsson Telephone Co. of Mexico has 
been acquired by Teléfonos Nacionales (National Telephone 
Co.), a newly formed corporation with predominantly Mexi- 
can capital. Financial circles believe that the stock issue will 
exceed $80 million. Axel Wenner-Gren, Swedish financier 
now living in Mexico, is reported to be a sizable stockholder 
in the new company. American Telephone and Telegraph 
Co. is the principal U.S. stockholder in the Ericsson com- 
pany. Sale of Mexico’s other telephone company, Mexicana, 
a subsidiary of International Telephone and Telegraph Co., 
is also forecast, with a merger of both companies expected 
sometime in 1948. 
| °° 0 
BUENOS AIRES 
President Juan D. Perén has invited experts from the 
United States to investigate Argentina's coal resources at Rio 
Turbio, in Southern Patagonia. A technical mission arranged 
by the Pittston Co. will visit Argentina soon to make the sur- 
vey. Argentine officials believe that the area contains about 
100 million tons of coal. 
© 0 Oo 
MEXICO CiTY 
The Studebaker Corp. plans to open an assembly plant in 
the State of Tamaulipas in Northeast Mexico, near the U. S. 
border. The location was selected to facilitate shipment of 
parts from the U.S. To save dollars, Mexico last July banned 
imports of autos, but permits assembly of cars from imported 
parts on a quota basis. Packard, Nash, Ford, General Motors 
and Chrysler already operate assembly plants in Mexico. 
© 0 Oo 
NEW YORK 
Air France will soon establish new flights from Paris via 
Boston to New York, and from Paris via Montreal to Chicago. 
It also will extend its Far Eastern service to Manila. Air 
France now operates over 132,000 route-miles, including 57,- 
000 miles not served by any other air line. It has just placed 
in service the largest passenger plane in use on world airways. 
The big plane, a flying boat capable of carrying more than 
100 passengers, flies twice a month between Biscarosse, near 
Bordeaux, and Fort-de-France, Martinique, West Indies. 
°° 0 
MONTREAL 
Premier Maurice L. Duplessis of Quebec Province has an- 
nounced that interests connected with the Kennecott Copper 
Corp. will establish a smelter and build a 30-mile railway to 
it on the north shore of the St. Lawrence River, 600 miles 
northeast of the City of Quebec. Rich deposits of minerals 
have been discovered in the area. 
© 0 Oo 
NEW YORK 
A Swedish firm, Telefon Aktiebolaget L. M. Ericsson, is 
working on more than 100 orders for telephone exchanges in 
Latin-American cities. The largest order is for conversion of 
the Bogota (Colombia) exchange from manual to automatic 
operation, at a cost of $5 million. Automatic exchanges in 
Medellin and Manizaels (Colombia) are being extended. 
© 0 Oo 
BRISBANE 
The Queensland (Australia) Government has engaged 
Powell Duffryn Technical Services, Ltd., of London to survey 
coal resources in Queensland and to make recommendations 
for their development. British Electrical Supply Co. (Over- 
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seas) has been granted a 50-year franchise to operate open- 
cut mines near Rockhampton, where reserves of 100 million 
tons are available, and to construct a 130-mile railway from 
Blair Athol to the coast. The railway is expected to cost 
$38 million. 
°° © 
MONTREAL 
The Canadian Pacific Railway reports that the navigation 
season just closed was the busiest the St. Lawrence River 
has had since 1939, with 783 ocean vessels calling at Mont- 
real. Canadian Pacific’s own vessels carried more than 9,000 
passengers and 400,000 tons of foodstuffs to and from the 
port. Canadian Pacific’s ships are based for the winter at St. 
John and Halifax, operating to and from Liverpool. 
°° 0 
TOKYO 
American International Underwriters, which has been pro- 
viding life, vehicle and personal property insurance to 
Allied occupation personnel, has been authorized to provide 
services for commercial firms. American International is agent 
for 16 companies, including French, Philippine and South 
American interests. 
°° 0 
WASHINGTON 
Pan American Airways has asked the U.S. Civil Aeronau- 
tics Authority for permission to eliminate some intermediate 
stops on six Latin-American routes. The proposed flights would 
be: Havana-Balboa, eliminating Mérida and Guatemala City; 
New Orleans-Balboa, eliminating Guatemala City; Caracas- 
Belém, eliminating Maturin and Port of Spain; New York- 
Port of Spain, eliminating San Juan; Miami-Havana-Guate- 
mala City, eliminating Mérida. Intermediate stops also will be 
eliminated on the Houston-Barranquilla flights. 
°° 0 
SOUTH BEND 
Dollar shortages in Sweden, Norway and Denmark may 
cause Bendix Home Appliances, Inc., to handle sales of auto- 
matic home laundries to those countries through Bendix Home 
Appliances, Ltd., London, licensee of the American company. 
The British plant now turns out 375 units a week and ex- 
pects to increase production to 500. Three fourths of its out- 
put is for export. 
° 0 0 
NEW YORK 
Two Swedish firms, Swedish General Electric Co. (ASEA) 


and the Karlstad Mechanical Works, have received an $8,500,- 


000 contract from the Egyptian Government for generators, 
turbines and transformers. The equipment will be installed in 
a new hydroelectric plant at the Aswan Dam on the Nile. 
°° 0 

MEXICO CITY 

Mexico and Spain have reopened their ports to each other’s 
ships for the first time since the end of the civil war in Spain. 
The S. $. Monte Altuve of Naviera Aznar, Spanish steamship 
line, will inaugurate the service. Revival of direct shipments 
followed conclusion of a trade pact, by private banks in both 
countries. Formerly goods were transshipped through Cuba. 


© 0 Oo 
NEW YORK 


Trans World Airline has purchased 12 Constellations, each 
with sleeping accommodations for 40 passengers, for its serv- 
ice between Washington and New York and Bombay. Lock- 
heed Aircraft Corp. will begin deliveries early next month. All 
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12 planes will be in operation by June. The Constellations can 
make the 3,500-mile flight from the U. S. to Paris without re- 
fueling at Gander, Newtoundland, or Shannon, Eire. Addition 
of the new planes will increase TWA’s fleet to a total of 152. 
°° Oo 

LONDON 

The Ideal Building & Land Development Co., Ltd., has 
established New Ideal Homesteads South Africa (Pty.) Ltd., 
in Durban. New Ideal will acquire property and engage in 
housing development in South Africa. Sir Thomas Keen, 
chairman of the parent company, explained that prospects for 
the building industry in England had not improved, that the 
outlook remains obscure, and that the company’s activities 
are handicapped by governmental policies and restrictions. 
“We are impressed,” he added, “by the opportunities in 
South Africa, where private enterprise is not frowned upon, 
but warmly welcomed.” 


FRANKFURT 

A branch of the Chase National Bank of New York has been 
established here to provide banking facilities to U.S. and 
Allied forces and to authorized non-German civilians. Chase 
National now has 15 branches abroad in the United Kingdom, 
France, Cuba, Puerto Rico, Japan and the Canal Zone. 
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LONDON 

Purchase of American Constellations has enabled Qantas 
Empire Airways of Australia to establish a through service 
from Sydney to London by land plane. Flights previously 
have been made by Qantas and British Overseas flying boats 
to Singapore, land planes to Karachi, and BOAC flying boats 
to London. Lack of dollars has prevented BOAC from buying 
land planes in America. 


NEW YORK 

General Foods Corp. is receiving the first shipments of 
desiccated coconut from its new plant at San Pablo, in the 
Philippines. The $2,500,000 plant, operated by Franklin 
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~—General Foods Corporation 


BOMBED AND BURNED IN 1941 
Today, this Philippine plant sends coconut to the U. S. 


Operations Throughout the World 
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Baker Co., a subsidiary of General Foods, is running at 50 
per cent of capacity. It replaces one bombed and burned 
by the Japanese in December 1941. 
°° O 
MEXICO CITY 
The Mexican Government has authorized two more steam- 
ship lines to stop at Mexican ports. The move is expected to 
increase tourist business and to provide better cargo service. 
Grace Line ships sailing between New York and San Fran- 
cisco will make regular stops at Veracruz and Acapulco. Serv- 
ice will be started with the 10,000-ton Santa Rosa and Santa 
Paula. The Ward Line each week will route one passenger 
and one freight ship from New York to Mexicar. Gulf ports. 
° 0 Oo 
NEW YORK 
Drake America Corp. is setting up regional headquarters in 
the Middle East-African area and in the Far East for dis- 
tribution of vehicles, machinery and equipment for Drake 
America’s subsidiaries—Rogers International Corp., Armstrong 
Rubber Export Corp., and Indian Motorcycle Export Corp. 
° 0 Oo 
TEL AVIV 
Receipts of the Port of Tel Aviv, which has operated at a 
loss for 10 years, are expected to cover its expenses this year. 
Shareholders of Marine Trust Ltd., promoters of the Port, have 
been informed that, during the first nine months of 1947, the 
volume of cargo handled was 70 per cent — than in the 
corresponding period last year. 
° 0 0 
BUENOS AIRES 
The Mack Motors and Truck Co. has sold 600 buses to 
the Buenos Aires Transport Corp. and 100 to the Rosario 
Transport Combine. The 41-passenger vehicles are equipped 
with 165-horsepower Diesel engines and newly designed 
converters. They also carry heating and cooling systems. 


© 0 oO 
SHANGHAI 


The Central Bank of China has appointed the Vinnell Corp. 
of California, Los Angeles, as its exclusive agent for sale of 
an estimated $300 million worth of surplus supplies and 
equipment. Sales will be made on 16 Pacific islands, where 
the equipment was left by U.S. military and naval forces. 
Buyers must make purchases of $1 million or more. China 
already has sold as scrap two million tons of surplus material, 
received from the United States, to General Commodities 
Corp., agent for Bethlehem Steel Corp. Price was $30 million. 
Pacific Far East Lines will move 100 shiploads at an esti- 

mated cost of $18 million. 

° Oo 
BUENOS AIRES 

Argentina's telephone system will be expanded by nearly 
75 per cent in the next three years. International Telephone 
and Telegraph Co. will supply and instal] 360,000 new lines 
for Empresa Mixta Telefonica Argentina. American tech- 
nicians will supervise installation of the U. S.-made equipment. 


© 0 0 
WIESBADEN 


The Opel automobile plant, controlled by Genera] Motors, 
has again started production of the Opel Olympia, a two-door, 
four-cylinder car popular in postwar Europe. It has a speed 
of 65 miles an hour and gets approximately 30 miles to the 
gallon of gasoline. Holland, Belgium and Switzerland are to 
get 500 of the first cars produced. 
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MARSHALL'S VIEW OF DEADLOCK AT LONDON 


U.S. Secretary of State on breakdown of plans for Germany and Austria 


(Fuil text of statements by U.S. Secretary of State 
George C. Marshall on the last day the Council of For- 
eign Ministers met in London, Dec. 15, 1947.) 


Secretary Marshall began the discussion with the 
following statement: 


The United States came to this Conference to work for 
a comprehensive settlement which would overcome the pres- 
ent division of Germany. It hoped to obtain agreement on 
a treaty for Austria and the re-establishment of that country 
as a free and independent state. 

As regards Germany, the United States sought to achieve 
at this meeting a solution which would revive German 
economy through economic ‘unity, thus enabling Germans to 
contribute to the restoration of Europe which has so griev- 
ously suffered from German aggression. The United States 
recognized that Germany, in its present state of destitution, 
would require outside assistance and was prepared to accept 
a fair share of the burden of such aid until a unified Germany 
could become self-sustaining. 

The Soviet delegation, Friday evening (December 12), 
put forth a statement regarding reparations which, to put it 
in the simplest of terms, is not at all acceptable to the United 
States delegation. That is the situation as I now understand it. 


Later in the meeting after Foreign Minister Bevin had 
spoken, Secretary Marshall said: 


We have reached quite evidently a fundamental difference 
regarding the question of reparations. Mr. Molotov’s last 
statement seemed to me a repetition of statements which we 
largely felt were without foundation. Now, at the expense of 
some repetition of the views Mr. Bevin just stated, I would 
like to review the situation as it is seen by the U. S. delegation. 

The United States hoped there would emerge from this 
Conference the beginnings of a united and self-respecting 
Germany which could find its way back to peace and freedom 
and achieve its own well-being and redemption through co- 
operative effort with other European countries. 

The U. S. had even higher hopes for an Austrian settlement. 

It will be useful, I think, at this point to see just where 
we are. 

We have failed to reach agreement on a treaty for Austria 
because the Soviet Union has demanded for itself properties 
and special privileges in Austria in an amount and to an 
extent which far exceed any rightful claims, and which far 
exceed what a free Austria can afford. If Soviet claims were 
admitted, it would be at the price of Austrian independence 
and in violation of past agreements. 

At Moscow the United States, the United Kingdom and 
France, although differing in some details, found a common 
basis for agreement on the essential unagreed article in the 
Austrian treaty—the problem of German assets. The Soviet 
Union was in disagreement. To resolve our differences, we 
appointed a treaty commission which for five months con- 
ferred in Vienna last summer. Again three delegations found 
a common approach. Again the Soviet Union was in dis- 
agreement. 

At the present meeting, the French delegation presented 
a new proposal for a concrete settlement which sought to 
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avoid the problems that had prevented agreement. To three 
delegations, that proposal appeared to present a practical 
basis for settlement. On December 4, it was rejected by Mr. 
Molotov, who added that he had no new proposals to make 
on the subject. Thus the Soviet delegation has persistently 
blocked agreement by reason of its unjustified demands on 
Austria. 

As regards Germany, taking first the subject of frontiers, 
we have been unable to agree on what we mean by Germany. 
Three delegations are in accord that the Saar territory should 
be detached from Germany and economically integrated with 
France. The Soviet Union does not agree. 

With respect to the eastern boundary of Germany, the 
Potsdam protocol clearly provided that the “final delineation 
of the western frontier of Poland should await the peace 
settlement.” 

The United States believes that an effort should be made 
to establish a frontier which, while it would compensate 
Poland, would not become a formidable economic barrier 
preventing Germany access to food and raw materials from 
this eastern area upon which it has heavily depended. 

Three of the delegations agree that boundary commissions 
be at once established to examine frontier questions. The 
Soviet Union rejects this proposal. So we neither agree on 
what Germany is to be nor do we agree on establishing com- 
missions to study these vital boundary problems. 

In examining the discussions on economic principles, we 
have progressed only in agreeing to procedures without 
substance. 

We have failed to reach agreement on sharing of the finan- 
cial burdens. An ostensible agreement on the equitable dis- 
tribution of indigenous resources is deprived of all meaning 
by the Soviet demand for a continuation of present Soviet 
withdrawals of current German production for reparations. 

The Soviet Union has refused to furnish vitally neces- 
sary information with respect to reparations removals. Thus, 
we have been asked to reach agreement while informa- 
tion essential to such agreement is withheld by the Soviet 
representatives. 

The Soviet delegation has refused to agree to the relin- 





... On German Economy 


“These Soviet practices in Eastern Ger- 
many have prevented Germany from play- 
ing its part in the recovery of Europe. In 
fact, they have greatly increased the ne- 
cessity for the outside aid provided by the 
United States and the United Kingdom to 
enable Germany to live.” 


—From statement by Secretary of State Marshall at ~ 
Council of Foreign Ministers, London, Dec. 15, 1947. 
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quishment of property interests in Germany unilaterally 
seized under guise of reparations. As matters now stand, 
a large share of the produce of the eastern zone of Germany 
is drawn off for the Soviet account. An important part of its 
industry has been placed in a gigantic Soviet trust which 
enjoys special privilege and which is put above German law, 
presumably in perpetuity. 

These Soviet practices in Eastern Germany have prevented 
Germany from playing its part in the recovery of Europe. 
in fact, they have greatly increased the necessity for the 
outside aid provided by the United States and the United 
Kingdom to enable Western Germany to live. Nevertheless, 
the Soviet representatives have chosen to charge that this 
aid has as its purpose to use Western Germany as a “strategic 
base against the democratic states of Europe” and to advance 
“expansionist aims.” Apart from the complete absurdity of 
these charges, to discontinue this aid to some 40 million Ger- 
mans in the U.S. and U.K. zones until they have become 
self-supporting would doom them to mass starvation. 

The Soviet Union demands reparations for itself and 
Poland of $10 billion at 1938 values, which is at least $15 
billion today. These reparation payments to an undisclosed 
degree would take the form of current production over 20 
years. This demand is not in accordance with the Potsdam 
Agreement. It is utterly impossible of achievement on prac- 


tical economic grounds. It implies the establishment of an — 


economic power so comprehensive that it would be in reality 
a power of life and death over any German government. 

It was accepted by all at Moscow that full agreernent on 
economic principles was essential to the establishment of 
political unification. We are unable to agree on what shall 
be the area of the German economy; we cannot agree how 
to make German resources available to Germany as a whole, 
a condition prerequisite to the revival of German economy; 
we are confronted with a demand for reparations in excess 
of the Potsdam Agreement which would make a German 
government subservient to its reparations creditor. It is there- 
fore clear that agreement can be reached only under con- 
ditions which would not only enslave the German people 
but would seriously retard the recovery of all Europe. 

If real economic unity could have been established, the 
United States would have been ready for the German people 
to be immediately accorded, under agreed controls, self- 
government with the authority, responsibility and initiative 
this entails. But free government cannot succeed under con- 
ditions of economic serfdom. True political and economic 
unity would require a free movement of goods, persons and 
ideas throughout Germany and the establishment of a rule 
of law and political freedom which the occupying powers 
themselves would respect. 

A German government on any type established to function 
in present conditions and under the supervision of a control 
council reflecting these basic disagreements would be power- 
less. In such circumstances, a German government would be 
only a facade, and its establishment would subtract from, 
rather than add to, a real union of the German people. It is 
useless to debate the characteristics of a German government 
when actual governmental power would be elsewhere. 

The simple fact is the present division of Germany has been 
caused by the policies and practices of the occupying powers 
themselves. Only the occupying powers can create German 
unity in the present circumstances. That is why the United 
States has consistently pressed for certain fundamental de- 
cisions by the occupying powers themselves as the absolutely 
essential first step for the achievement of a unified Germany. 

Three delegations at this Conference have registered their 
willingness to take these decisions here and now. The Soviet 
Union alone refuses to agree. 

In view of these facts, it seems impossible at this time to 
make practical progress. Therefore, I reluctantly conclude 
that no useful purpose would be served by a debate on the 
other points on our agenda, and I suggest that the Council 
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“THE SOVIET UNION ALONE REFUSES TO AGREE... .’’ 
Bidault of France, Attlee of Britain, Marshall of U. S. 


of Foreign Ministers might now consider adjournment of 
this session. 

I proposed the adjournment, Mr. Chairman. I therefore 
do not think I have to express myself again. When we meet 
again, I hope that it will be in an atmosphere more conducive 
to the settlement of our differences. 





Ownership of German Business 


(Text of United States reply to the inquiry by the 
U.S.S.R. concerning acquisition of German _ business 
properties by U. S. interests and profits of U. S. on exports 
of coal and lumber in Germany, Dec. 15, 1947.) 


|= United States delegation submits the following reply 
to questions addressed to it by the U.S.S.R. delegation 
on December 12, concerning the acquisition of German busi- 
ness properties by United States interests in the U. S. zone of 
Germany, and concerning profits made by the U. S. on exports 
of coal and timber from the United States zone in Germany. 

The United States long ago proposed a moratorium on the 
acquisition of foreign ownership or control of property in 
Germany except to replace property destroyed or transferred 
since Sept. 1, 1939, with property similar in character and 
value. It also proposed a report in the Control Council on: 

(a) The policies followed by each of the occupying 
powers in this respect; 

(b) A factual statement of the changes in foreign 
ownership or control of property in each of the zones 
since the occupation. 

This proposal has not been accepted. The United States, 
however, has scrupulously carried out, in its own zone, the 
principle of the moratorium that is proposed. 

There is not one single case of German business property 
that has been acquired by United States interests during the 
entire occupation. All goods shipped out of the United States 
and United Kingdom zones and all services provided for 
foreigners out of German resources have been sold at world 
market prices. Not one penny of these proceeds is diverted 
to the use or advantage of the occupying powers. This in- 
cludes both coal and timber. The United States invites the 
assistance of the Germans and of the other occupying powers 
in obtaining favorable terms of trade for German exports. 
All the proceeds from such exports are used to buy essential 
imports for the German economy. Total exports from the 
bi-zonal area from Jan. 1 to Nov. 1, 1947, total $165 million. 
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MOLOTOV’S DEFENSE OF SOVIET STAND 


Soviet Foreign Minister's parting criticism of Western powers 


(Partial text of Soviet Foreign Minister Vyacheslav M. 
Molotov’s major statement on reparations at Council of 
Foreign Ministers, London, Dec. 15, 1947, as made pub- 
lic by the Soviet Embassy.) 


T IS EVIDENT that Mr. Bevin and Mr. Marshall have decided 

to act according to a plan instead of discussing the 
question we set ourselves to deal, with. Mr. Bevin and 
Mr. Marshall were unwilling to discuss specific Soviet 
proposals in an attempt to place questions under consid- 
eration on a different footing. The responsibility for this 
will have to be borne by those who changed the direction 
in which up to now the Council of Foreign Ministers has 
been working. 

The French delegation has not stated its view on Mr. 
Bevin’s and Mr. Marshall’s attitude, but at the same time has 
not objected either. One can conclude therefore that the 
French do not object to this plan of Mr. Bevin and Mr. 
Marshall. 

Well, this confirms the statement I made on Friday that 
the three Western delegations have united into a single front 
against the Soviet Government's reparations claims. 

Mr. Bevin’s speech was not long, but it contains so many 
things which were incorrect that it would take a long time to 
show how unfounded and contradictory they were. 

Mr. Marshall supplemented them by a number of additional 
charges which, to a still greater extent, contradicted the facts. 
Attempts were made, therein, to blame Russia for this failure 
to agree. But they will not succeed in this, because there is a 
Soviet statement which precisely sets forth the views on the 
question of the Soviet Government. And any attempts to 
pervert this will not benefit anyone. ... . 

The Soviet delegation indicated a possibility existed of 
making a concession in regard to the question of German 
assets in Austria on the basis of the new French proposal. But 
this was not considered by the Council of Foreign Ministers, 
despite the fact that the Soviet delegation said it was pre- 
pared not to insist on retaining all the German assets in its 
possession. We are now being saddled with a refusal to con- 
sider the question on its merits. 

As to Germany, the Soviet Union has shown how Allied 
decisions on reparations are being wrecked and how deci- 
sions on reparations, when they concern equipment, already 
have been wrecked. No facts refuting this have been cited 
either by Mr. Marshall or Mr. Bevin. 

I am bound to say that, if the view of the 18-nation Inter- 
Allied Reparations Agency were sought, it would also let us 
know they considered the present state of affairs on account 
of reparations equipment to be absolutely intolerable. 

It is possible to pass these facts over in silence. But one 
should remember that not only Soviet interests but the in- 
terests of the 18 states comprising this reparations agency 
are affected. 

What is important to the Soviet delegation are facts—not 
unsubstantiated statements. | 

The Soviet delegation raised the question of current de- 
liveries on account of reparations, and on Friday made a 
definite proposal. It would be enough, we said, to raise the 
level of industry in Western Germany from its present 35 per 
cent proportion of the 1938 output to 70 per cent. This would 
have made the payments of reparations to Russia to the ex- 
tent of 10 per cent possible, since 10 per cent out of a total 
production of 70 per cent would already, to a great extent, 
solve the whole question. 

But only France agreed to discuss this proposal, even 
though the French delegation objected to it. Neither Mr. 
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Marshall nor Mr. Bevin dared to speak against it, however, 
as it provided a complete answer to the problem. 

The Soviet proposal was intended to bring about a change 
in the policy on the running of industry in Western Ger- 
many. ... To have accepted the Soviet proposal would have 
meant refusing to retard the development of Germany's 
peaceful industry. The Soviet delegation considered it neces- 
sary to give up this policy of hampering Germany's economic 
revival openly, and to enable German industry to recover suf- 
ficiently to meet her own needs and those of other countries. 

If we retard German industry, then, of course, new ex- 
penses will inevitably be incurred by the Western powers 
for the import of food and ofher necessities. It will mean that 
both the population of Western Germany and the taxpayers 
of Britain and America will be forced to pay for the import 
of food. 

The Soviet delegation states that Germany can get every- 
thing necessary without having to contract great and heavy 
debts, if only the German people are given the opportunity 
to develop peaceful industries and their agriculture. 

It is significant that the Eastern zone of Germany has con- 
tracted no debt, whereas the dollar debts in the Anglo-Amer- 
ican zones are rapidly increasing. Why? Because the develop- 
ment of industry in the West is being deliberately retarded, 
and so Western Germany has nothing with which to pay for 
her imports. .... 

The Soviet delegation believes the Council of Foreign 
Ministers should take immediate steps to restore Germany's 
economic and political unity. It was suggested, therefore, that 
the Council of Foreign Ministers should record its view that 
the establishment of separate governments in any part of 
Germany would be incorrect, and that the country needed an 
all-German government representative of a single democratic 
state. This proposal was rejected. It showed that the Western 
powers do not place a high value on the unity of Germany. 
They prefer to pursue their own separate policies which lead 
to the split of Germany. 

The Soviet delegation considered that the question of pre- 
paring a German peace treaty be undertaken without delay 
in order to settle Germany’s unity. This proposal was not ac- 
cepted by the three Western delegations, either. 

The Soviet delegation considers it to be impossible to delay 
any more the participation of the Germans themselves in their 
country’s economic and political unity. Therefore, we pro- 
posed the establishment of all-German economic departments. 





... on Germany's Debt 


“It is significant that the eastern zone 
of Germany has contracted no debt, where- 
as the dollar debts in the Anglo-American 
zones are rapidly increasing. Why? Be- 
cause the development of industry in the 
West is being deliberately retarded, and 
so Western Germany has nothing with 
which to pay for her imports.” 

—From statement by Foreign Minister Molotov at 


Council of Foreign Ministers, London, Dec. 15, 
1947. 
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Additionally, we proposed that the absence of an all-German 
representative body, expressing the views of the democratic 
public of all Germany, would have an adverse effect on re- 
forming the life of the whole people. We suggested, there- 
fore, that the Council of Foreign Ministers should urgently 
create a German advisory. council in Berlin. 

It seems that this proposal, too, stands no chance of being 
accepted by the three Western delegations. 

Mr. Marshall's proposal for the adjournment cannot be con- 
sidered as anything else but a desire to untie his hands so 
that he can continue to act as unilaterally as he has done in 
the past. 


We expect to be told on this point that three delegations 
already have agreed, and that it remains only for the Soviet 
delegation to agree—or otherwise continuation of the sessions 
of the Council of Foreign Ministers will be impossible. 

This always is your response. 

But it should not be forgotten that it is impossible to talk 
to the Soviet Government in the same manner as you talk to 
the present Greek Government. 

I submit it is possible to settle any questions with the Soviet 
Government if there is a desire to take into account .its views. 
It is only by agreement that it is possible to solve our prob- 
lems correctly. 





RUSSIA‘’S FIGHT AGAINST INFLATION 


Decree on devaluation of ruble and end of rationing system 


(Full text of the Soviet Union’s decree on devaluation 
of the ruble and abolition of rationing in Russia, as broad- 
cast by Moscow Radio and translated by the Soviet Mon- 
itor in London, Dec. 14, 1947.) 


T THE PRESENT TIME, the Soviet state faces the task of 
A carrying out a currency reform for the purpose of 
strengthening the exchange rate of the ruble as well as the 
abolition of the supplies rationing system, and of proceeding 
to expanded trade at unified state prices. 

The great patriotic war of 1941-45 demanded the exertion 
of all efforts by the Soviet people and the mobilization of the 
country's whole material resources. 

During the years of the patriotic war, the expenditure of 
the Soviet state on maintenance of the Army and on develop- 
ment of the war industry sharply rose. The enormous war 
expenditure demanded the issue for circulation of great 
amounts of money. 

The amount of money in circulation has considerably in- 
creased, as happened in all states taking part in the war. 
Simultaneously, the production of goods intended for con- 
sumption by the population decreased, and retail goods turn- 
over was cut down considerably. 

In addition, as is known, during the patriotic war, the 
German and other invaders issued false money in rubles in 
large quantities on temporarily occupied Soviet territory, 
which still further increased the surplus of money in the 
country and polluted our monetary circulation. 

As a result of the above, more money came into circulation 
than necessary for national economy. The purchasing power 
of money decreased, and special measures are now necessary 
for strengthening the Soviet ruble. 

Despite the wartime conditions, the Soviet Government 
throughout the war succeeded in preserving unaltered the 
prewar state prices for rationed goods, insuring this by the 
introduction of a rationing system for supplies of food and 
industrial goods. 

However, the decrease in state and co-operative trade with 
consumer goods, and the population’s increased demand in 
the collective-farm markets, led to an acute increase in market 
prices, which in some periods exceeded prewar prices by 
10 or 15 times. 

Of course, speculative elements made use of the existence 
of a great gap between state prices and market prices, as well 
as of the presence of masses of false money, for the purpose 
of accumulating great amounts of money, aiming at profits at 
the expense of the population. 

At present, when the transfer to open trade with unified 
prices has become the task of the day, the great amount of 
money issued during the war hampers the abolition of the 


rationing system, since the surplus money in circulation in- 
flates market prices, creates an increased demand for goods 
and increases the opportunities for speculation. 

It is also intolerable that the speculative elements who en- 
riched themselves during the war, and accumulated consider- 
able sums of money, should have an opportunity to buy up 
goods after the abolition of the rationing system. 

The Council of Ministers of the U.S.S.R. and the Central 
Committee of the Communist Party of the Soviet Union have, 
therefore, decided to carry out a currency reform which pro- 
vides for the issue for circulation of new money of full value, 
and the withdrawal from circulation of false money as well 
as of money not of full value. 

This reform will be effected on the following basis: 

(1) The exchange of money at present in circulation and 
of cash in hand for new money will be carried out with limita- 
tions; namely, 10 rubles in old money for one ruble in new 
money. 

(2) Deposits of money in savings banks and the state bank 
will be revalued at more favorable terms than the exchange 
of cash. Thus, deposits up to 3,000 rubles will be revalued at 
one ruble for one ruble. This means that deposits belonging 
to the overwhelming majority of depositors are preserved in 
their previous value. 

(3) A conversion of all previously issued loans will be 
carried out, with the exception of the loan of 1947. Loans 
issued previously are merged into a unified loan, the ex- 
change to be effected on the basis of three rubles in pre- 
vious loans for one ruble in the new unified loan; that is, 
on the basis of a more advantageous rate than the exchange 
of cash money. 

The Council of Ministers and the Central Committee of 
the Communist Party proceeds from the task of in every way 
protecting the savings which the population lent to the state. 

One cannot, however, leave out of consideration the fact 
that a considerable part of the state debt on loans was created 
during the war, when the purchasing capacity of money fell, 
and moreover that, after the currency reform, the state will 
repay that debt with full-value rubles. 

(4) While the currency reform is being effected, the wages ~ 
of workers and employes, as well as the income of peasants 
from state deliveries and other labor incomes of all sections 
of the population, will not be affected by the reform but will 
be paid out in the new money at the previous rates. 

The carrying out of currency reform is a usual matter in all 
states after great wars. However, the carrying out of currency 
reform in our country is radically different from currency re- 
forms in capitalist countries. 

The liquidation of the aftermath of war and the currency 
reform in capitalist countries is accompanied by large in- 
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creases in prices on consumer goods, and consequently by a 
decrease in the real wages of workers and employes, a reduc- 
tion in the number of employed workers and employes, and 
an increase in the army of unemployed. 

Thus the capitalist states shift the main burden of the after- 
math of war and currency reform onto the working people. 

The liquidation of the aftermath of war and the currency 
reform.in the U.S.S.R. are being carried out not at the expense 
of the people. The number of employed workers and employes 
is not being reduced in our country. We have not got and 
will not have unemployment. : 

The rates of wages for workers and employes, far from 
being reduced, are on the contrary being increased, since the 
commercial prices are being reduced by several times, and in 
addition the rationed prices for bread and cereals are also 
being decreased, which means an increase in real wages for 
workers and employes. 

However, the carrying out of the currency reform demands 
certain sacrifices. The state is taking on itself the greater part 
of the sacrifices, but it is also necessary for the population to 
bear a part of the sacrifices—all the more so since it will be 
the last sacrifice. 

In view of the above-mentioned limitations, the exchange 
of cash for new money wil] affect almost all sections of the 
population. 

This exchange procedure, however, will hit first and fore- 
most the speculative elements who have accumulated large 
stocks of money and are keeping it in money boxes. 

On the other hand, the losses of the overwhelming majority 
of working people through the exchange of money will be 
short-term and insignificant losses and will be fully com- 
pensated by the abolition of the high commercial prices 
and the reduction of the existing ration prices on bread 
and cereals. 

Simultaneously with the carrying out of the currency re- 
form, the Council of Ministers of the U.S.S.R. and the Central 
Committee of the Communist Party have decided to carry 
out the abolition of the rationing system for food and indus- 
trial goods, to cance] the high commercial prices and to pass 
to the sale of goods at unified state prices, with reduction of 
the ration prices for bread and cereals. 

Thus great material advantages are created for the popula- 
tion. 

The abolition of the rationing system for food and indus- 
trial goods will be effected on the following basis: 

(1) The sale of food and industrial goods will be carried 
out in the shape of open trade without ration cards. 

(2) Unified state retail prices are introduced in place of 
the existing commercial and ration prices. ) 

(3) Unified prices for bread and cereals are established on 
a lower level than the present prices for rationed food, and the 
rationed prices for bread are reduced on the average by 12 
per cent, for cereals by 10 per cent, which amounts to a re- 
duction of over two and a half times as compared with the 
present commercial prices. 

(4) Unified prices on other foodstuffs are preserved in 
general at the level of the existing prices for rationed goods. 

(5) Unified prices for industrial goods are set on a some- 
what increased level as compared with the low ration prices, 
but as compared with the commercial prices they are reduced 
on an average by over three times. 

Thus, as a result of the currency reform, the abolition of 
ration cards and the transition to open trade at unified prices, 
instead of the current ruble with a lowered purchasing ca- 
pacity, the population will receive a ruble of full value. 

The regulation of currency circulation, the growth in pro- 
duction of consumer goods, and the growth of retail goods 
turnover make it possible to reduce prices also in the future, 
and will lead to a new increase in real wages and in the real 
income of collective farmers. 

It is not for the first time that currency reform is being 
carried out in our country. After the First World War, the 
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civil war and the intervention, money was completely de- 
valued and the monetary system was disrupted at its very 
basis. A radical currency reform was essential. The devalua- 
tion of money was so great that by effeeting the currency re- 
form, one ruble in the new currency was equal to 50,000 old 
rubles issued in 1923 oro five million rubles of the old money 
issued in 1922. 

As a result of the currency reform effected in 1922-24 on 
the instructions and leadership of Lenin, a new currency was 
created which contributed to the speedy development of the 
economy of the U.S.S.R. 

The great patriotic war was immeasurably harder than all 
the previous wars. Nevertheless, the position as regards money 
circulation in Russia in the period of the First World War— 
when the currency circulation suffered complete collapse— 
cannot in any way be compared with the position as regards 
currency circulation in the U.S.S.R. after the Second World 
War. 

The Soviet state successfully withstood the exceptional 
trials of the war of 1941-45; despite the fact that this war was 
far more devastating and was accompanied by far greater 
sacrifices resulting from German occupation than the First 
World War. 

The strength and viability of the Soviet system, created by 
the Soviet Union’s working people under the leadership of 
the Bolshevik Party, and the heroic efforts of the entire peo- 
ple, who rose for the defense of their Socialist motherland, 
secured the military and economic victory over the enemy. 

The Soviet monetary system withstood the difficult trials 
of the war years of 1941-45. Despite the reduction in the pur- 
chasing power of the ruble, the money circulation of our 
country does not need radical reorganization. 

Now, when exchanging old money for new, we do not re- 
quire those extreme measures which were effected in the 
period of the currency reform of 1922-24. 

The currency reform of 1947 is designed to liquidate the 
aftermath of the Second World War in the sphere of money 
circulation, to restore the full value of the Soviet ruble, and 
to facilitate the transition to trade at unified prices without 
ration cards. 

The currency reform will increase the importance of money 
in the national economy, will raise the real wages of workers 
and employes, and will also enhance the value of the mone- 
tary incomes of the rural population. 

The carrying out of the currency reform will contribute 
to raising the level of the material well-being of the working 
people, to restoring and developing the national economy, 
and to further strengthening the Soviet state’s might. 

The Council of Ministers of the U.S.S.R. and the Central 
Committee of the Communist Party of the Soviet Union 
decree: 


1. Currency Reform 


(1) To issue for circulation on Dec. 16, 1947, new money 
in rubles of the 1947 model. 

(2) All cash in the hands of the population, state, co- 
operative and public enterprises, organizations. and institu- 
tions, as well as collective farms, is subject to exchange, with 
the exception of coins. Coins are not to be exchanged, but 
remain in circulation at their face values. 

(3) The exchange of old money for money of the 1947 
model is to be vested in the State Bank of the U.S.S.R. 

The exchange of money throughout the entire territory 
of the U.S.S.R. is to be effected in one week, from De- 
cember 16 to 22, inclusive, and in remote districts in two 
weeks, from December 16 to December 29, inclusive, ac- 
cording to the list ratified by the Council of Ministers of 
the U.S.S.R. 

(4) The exchange of cash in circulation for the new cur- 
rency is to be effected at the rate of 10 rubles of old money 
for one ruble in the money of the 1947 model. 
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(5) As from the day of the issue of money of the 1947 
model until the end of the exchange period, old money is 
to be accepted for all payments at the rate of one tenth 
of its face value. Old money not presented for exchange 
by the fixed date will be canceled and will lose power 
of payment. 

(6) Payment of sums of money to individual citizens on 
inland remittances, letters of credit, and deposit accounts, for 
which money was remitted to state institutions prior to the 
issue of the money of the 1947 model, is to be carried out 
at the rate of 10 rubles of the old model to one ruble of the 
1947 modef- 

(7) Wages for workers and employes for the first half of 
December 1947, servicemen’s pay, stipends, pensions and 
grants for December 1947 are to be paid out in money of the 
1947 model in the course of December 16, 17, 18, 19 and 20, 
1947, everywhere throughout the territory of the U.S.S.R., 
irrespective of the dates fixed for their payment of wages. 

(8) Simultaneously with the issue of money of the 1947 
model, a revaluation of deposits and current accounts of the 
population is to be carried out according to the state of 
accounts on the day of issue of the money of the 1947 model, 
in savings banks and the State Bank of the U.S.S.R. on 
the following terms: 

(a) Deposits amounting up to 3,000 rubles inclusive 
remain unchanged at their nominal values; i.e., they 
are revalued at the rate of one ruble to one ruble. 

(b) Deposits amounting up to 10,000 rubles inclusive 
are to be entered into the accounts as follows: the first 
3,000 rubles without alteration of the nominal value, 
and the rest of the deposit to be revalued at three rubles 
of old money to two rubles of new money. 

(c) Deposits amounting to over 10,000 rubles are to 
be entered into the accounts as follows: the first 10,000 
rubles at the exchange rate mentioned above in para- 
graph (b) and the rest of the deposit to be revalued 
at the rate of two rubles of old money to one ruble of 
new money. 

No paying in or paying out operations on deposits in savings 
banks or the State Bank will be carried out on December 15, 
16, and 17 but will proceed normally as from December 18. 

(9) Paying of current accounts of co-operative enterprises 
and organizations, as well as of collective farms, are to be 
revalued at the rate of five rubles of the old currency to four 
rubles of the new currency. 

(10) Simultaneously with the currency reform, a conver- 
sion is to be effected of all previously issued state loans and 
savings bank certificates for special deposits on the follow- 
ing bases: ri 

(a) Bonds of the state loan of the second Five-Year 
Plan (issue of the fourth year), the loan for strengthen- 
ing the defense of the U.S.S.R., all issues of the loan 
of the third Five-Year Plan, war loans, the loan for the 
restoration and development of the national economy, 
as well as bonds issued on loans to co-operative organi- 
zations and savings bank certificates, are to be exchanged 
for bonds of the conversion loan, to be issued at 2 per 
cent annual interest in 1948. 

The bonds of the new conversion loan are to be ex- 
changed for the bonds of previous loans at the rate of 
three rubles in bonds of the previously issued loans to 
one ruble in bonds of the conversion loan. 

The exchange of bonds of former loans and savings 
banks certificates will be carried out from May’3 to 
Aug. 3, 1948. 

(b) The second state loan for the restoration and 
development of the national economy of the U.S.S.R., 
issued in 1947, is not subject to conversion. Subscribers 
to this loan will continue subscription payments as hith- 
erto for the whole amount of the payments and will 
receive bonds of that loan at the face value after the 
termination of subscription payments. 


(c) Bonds ot the state lottery loan of 1938 are to be 
exchanged for bonds of the new freely circulating state 

3 per cent internal lottery loan, issued on Dec. 13, 1937. 

Exchange of bonds of the 1938 loan will be carried out 

in the period fixed for the exchange of currency at the 

rate of five rubles in bonds of the 1938 loan to one ruble 

in bonds of the 3 per cent internal lottery loan. During 

this period the savings banks will purchase bonds of the 

1938 loan for cash at the same rate. 

(11) As from the day of the proclamation of the conversion 
of state loans until Aug. 1, 1948, the regular drawings on 
loans is suspended, as well as payment of maturing coupons 
of bonds for loans to be converted. Regular drawings and 
payments will be resumed from August 1948, including those 
for the preceding period. 

(12) Rates of taxation, the dimensions of debts and con- 
tract obligations between enterprises, institutions, or organi- 
zations, the dimensions of obligations regarding payments 
of the population to the state, as well as the dimensions of 
treaty obligations between the U.S.S.R. and foreign states 
remain unchanged. 


ll. Abolition of Supplies 
Ration-Card System 


(1) Simultaneously with the carrying out of the currency 
reform, on Dec. 16, 1947, the supplies ration-card system of 
food and industrial goods is abolished, the high prices in 
commercial trade are abolished and unified, lower state retail 
prices are introduced for food and industrial goods. 

(2) The following should be taken as the basis in establish- 
ing the unified retail state prices for food and industrial goods: 

(a) Prices of bread and flour are to be reduced on 
an average by 12 per cent as compared with the existing 
ration prices. 

(b) Prices of cereals and macaroni are to be reduced 
on an average by 10 per cent as compared with the 
existing prices. 

(c) Prices of meat, fish, fats, sugar, confectionery, 
salt, potatoes and vegetables are to be kept at the level 
of the existing ration prices. 

(d) As to milk, eggs, tea and fruit, the existing high 
commercial prices and excessively low ration prices are 
to be abolished and replaced by new prices conforming to 
the level of the existing ration prices of staple foodstuffs. 

(e) The present high commercial prices of fabrics, 
footwear, clothing and knitwear goods, as well as the 
excessively low prices of rationed supplies introduced in 
towns and workers’ settlements, are to be abolished, and 
new prices are to be established at a level 3.2 times lower 
than the commercial prices. 

(f) Prices of tobacco products and matches are to be 
kept at the level of the existing ration prices. 

(g) The prices of beer are to be reduced on an aver- 
age by 10 per cent as compared with the existing prices. 

(h) Vodka and wine are to be kept at the existing 
prices. 

(3) The Ministry of Trade of the U.S.S.R. is to establish, 
in accordance with the present decision, new lowered state 
retail prices of foodstuffs for various zones, as well as new 
state retail prices of industrial commodities for towns and 
countrvside. 

(4) The prices established by the present decision do not 
extend to the collective farm market or to co-operative trade 
in commodities purchased by the co-operative themselves. 


Chairman of the Council of Ministers of the U.S.S.R., 
STALIN. 


Secretary of the Central Committee of the Communist 
Party of the Soviet Union, 
ZHDANOV. 


Dec. 14, 1947. 
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Real Turning Point 
At London Conference 


The real turning point in the Lon- 
don Conference of Foreign Ministers 
actually came three days ahead of the 
formal adjournment. At that time Rus- 


sia’s Molotov entered a meeting with > 


two prepared speeches on reparations 
—one conciliatory and the other belli- 
cose. A few minutes after the session 
opened Molotov discarded the soft- 
worded paper and denounced the oth- 
er negotiators. The Americans gave up 
hope of agreement and began plan- 
ning the end of the conference. 


o 0 °9O 


Detailed orders are being distribut- 
ed among Italian Communists, giving 
specific instructions on methods for 
combating the Marshall Plan. The or- 
ders were prepared in Communist 
headquarters in Belgrade. 


o 9o °O 


Diplomats and economists are skep- 
tical about Russia’s ability to deliver 
to Czechoslovakia all the grain and 
feed promised under the new trade 
deal between the two countries. Thus 
far the Czechoslovakians have re- 
ceived only 13,000 of the 300,000 tons 
of wheat Russia promised. 


o 90 9 


U. S. Secretary of State George C. 
Marshall looked fresher on the day the 
London Conference broke up than he 
had at any time during the long dead- 
lock among the Big Four. Marshall 
himself made the decision to shoulder 
responsibility for breaking off the ne- 
gotiations. His final statement was 
written and rewritten time and again 
during the 48 hours before he spoke. 


o 0 90 


Actually, most members of the 
American delegation in London nev- 
er had expected much of the Foreign 
Ministers Conference. Thev thought 
at one time Russia’s desire for a hand 
in the management of the Ruhr might 
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Poland’s Seizure 
Of Big Co-operative 


lead to some concessions. But the Rus- 
sians saw they had little chance and 
decided, instead, to use the meeting 
as a means of making a propaganda 
bid for the friendship of the German 
people. 


o 0 90 


Burma’s independence date was 
shifted from January 6 to January 4 
because Burmese astrologers conclud- 
ed that the original date was inauspi- 
cious for a new country. The public 
reaction to the news became so strong 
that the British finally agreed to 
change the date and had to reprint the 
independence act. 


o 90 Oo 


There is a possibility that surplus 
tobacco now held by the Commodity 
Credit Corporation will be made up 
into cigarettes and used as incentive 
goods to increase the output of work- 
ers in the American zone of Germany. 


o 0 90 


Officials of the French Government 
were as happy as schoolboys when 
they broke the Communist-led strikes. 
One remarked: “For the first time 
since liberation we can call our coun- 
try our own.” Despite the sharp feel- 
ing between France and Russia, there 
is no likelihood of a complete diplo- 
matic break between the two coun- 
tries. 


oo 90 


One of the most important devel- 
opments in Poland recently was the 
little-notice action of the Communists 
in seizing Spolem, the country’s larg- 
est co-operative. Since the war, the 
Socialists had built up Spolem into a 
vast organization owning and operat- 
ing numerous industrial and agricul- 


Committee of 6 Men 
As Stalin’s Successor 


tural projects. Now the Socialists are 
deprived of control, and Spolem is 
orced to work with the state. 


oo 90 


Germans are openly resentful of the 
U.S. Military Government's ruling 
that allows Americans to adopt Ger- 
man orphans. Thousands of German 
families that lost children during the 
war want to adopt youngsters, and they 
do not want young Germans sent out 
of the country to homes in America. 


o 0 90 


One Arab radio station in Palestine 
is offering a novel solution to the trou- 
bles in the Holy Land. It broadcast 
a report that the fabulously rich Aga 
Khan, Moslem potentate of an Indian 
state, is willing to buy up Palestine 
and present it to the Arabs as a gift. 


o 0 °O 


Talk persists in London that Lord 
Inverchapel, Britain’s Ambassador to 
the U. S., will be returning to England 
before long. Both Earl Mountbatten 
of Burma and Sir Oliver Franks have 
been mentioned as likely choices for 
an ambassadorship in the future. 


o 0 Oo 


Speculation over the identity of 
Joseph Stalin’s successor in Russia is 
dying down. Among diplomats the 
idea is growing that, if and when Sta- 
lin‘retires, the job of ruling Russia will 
be divided up among a committee of 
half a dozen or so of the leading Com- 
munists. 


oo 9 


Despite the jubilation in Paris over 
the end of Communist strikes, trouble 
is developing in the coalition Govern- 
ment of Premier Robert Schuman. 
There is a conflict between the Social- 
ist Labor Minister, Daniel Mayer, and 
the Radical Party Finance Minister, 
René Mayer. 
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WHAT GOES ON ABROAD? 





Every week more than 100,000 important people 
turn to the pages of World Report for an au- 
thentic and integrated picture of what is hap- 
pening in Russia, England, Europe and the Far 
East—to get an up-to-the-minute grasp of what 
is really going on behind the scenes. 


Many World Report subscribers are directly 
engaged in our $22 billion international trade. 
But all of them—whether in world trade or not 
—feel the need of keeping posted on the impact 
of the world economy upon the United States. 


World Report—the only weekly newsmagazine 
devoted to world affairs—is given priority by its 
intelligently curious subscribers because it is 
unique among all magazines. And “priority 
reading’ makes it unique as an advertising 
medium for American corporations, 





U.S. business is geared to world business. 





If you are a manufacturer of industrial equipment, your adver- 
tisement—on this page—will be seen by top ranking executives 
who have the final authority on purchases for use either in 
their American plants or in their branches and subsidiaries abroad, 


These same men specify or influence freight transportation ... air and railroad 


travel . .. installation of communication systems and the purchase of chemicals, 
trucks, business machines and other products and services for corporate use. 


WORLD REPORT 


The only magazine of its kind—reporting, interpret- 


ing and forecasting the news of international affairs. 


IT’S GOOD BUSINESS TO WATCH WORLD BUSINESS 





FRANK B. KEOGH, ADVERTISING MANAGER, 30 ROCKEFELLER PLAZA, NEW YORK 20, N.Y. 





THE BOURDON FAMILY 


There is a heart-warming experience awaiting you in your 
first delicious sip of mellow Old Grand-Dad. Every golden 
drop reveals the priceless bourbon heritage of the Head of 


anaes 2] : the Bourbon Family. Have you tried Old Grand-Dad lately? 


OLD GRAND-DAD 


Copyright 1917, National Distillers Products Corp., New York, N. Y. 





